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Business Men Must Face the Facts 
By LEONARD W. TRESTER* 


THE age in which we live is char- 

acterized by an intense striving for 
security on the part of our people. Sixty 
years ago 80 per cent of our population 
lived on farms or in rural areas. Today 
90 per cent of the people live on 1 per 
cent of the land in the United States. 
Less than one person in five lives on a 
farm, and this ratio is decreasing every 
ycar 

In the past those living on tarms were 
largely self-contained. Most had their 
own property. They ate the fruits of their 
labors, spun their own cloth, and made 
their own raiment. The basic necessities 
of life, however meagre, were assured by 
that kind of existence. People possessed 
security. 

There are insecurities in our day un- 
known in the times of our fathers. Today 
the individual is at the mercy of man- 
made systems, over which he has little 
control, and which can deny him not only 
a livelihood but also his birthright as a 
man-—pride of accomplishment and_ thé 
right to spend himself in his work 

Our youth are looking to the Govern- 
ment for solutions, because whatever else 
may be said of its panaceas, the Govern- 
ment’s obsession with this problem (for 
political reasons, I grant you) has been 
apparent and it cannot be said that its 
proposed solutions, however much they 
lacked in practicality, have been short in 
imagination. 

This means that today business has no 
choice but “to assume the responsibilities 
for increasing all the human satisfactions 
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of the group with which it is associated,’ 
as Dean Donald David of Harvard puts 


it. 

The reason is that business manage- 
ment as a group is just as much in com- 
petition for the loyalties of the public as 
the individual business man is in com- 
petition with those in his same line. 

We live in a day of big labor unions, 
big government, and big business—all 
competing for public favor. The Federal 
Government and the national labor unions 
are today primarily public relations agen- 
cies. In its national health programs, in 
its housing projects, in its electric power 
developments, the Government is saying 
in effect that it can distribute human satis- 
factions more adequately to more people 
at less cost than private business. It 1s 
advertising its merits through every chan- 
nel of communication. The national labor 
organizations continually their 
ability to provide, with the aid of a 
friendly Government, more of the good 
things of life—a larger share of them—to 
their members. Labor and agricultural 
groups, depending on the individual dues 
of millions of members, have long rea- 
lized the public relations secret of inter- 
preting themselves, 


stress 


their motives and 
their objectives in terms of basic human 
aspirations. Business, on the other hand, 
has been the only factor so busy in pro- 
ducing the good things of life that it has 
not had time to win the battles of publi 
opinion and so is gradually losing its 
right to distribute what it produces. As 
Government gains ever more control over 
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the distribution of what it does not pro- 
duce—housing, health benefits, food, 
electric power—business faces the pros- 
pect of becoming the contractor for a 
Government which will decide what shall 
be produced, by whom and in what quan- 
tities, for what price, and how it shall be 
distributed. 

As one industry or profession is taken 
over after another, the tax burden on the 
remainder—the shrinking free segment 
of our economy—becomes ever greater, 
not only because it is numerically reduced 
but also because it must pay the subsidies 
which allow Government to sustain the 
illusion of greater efficiency, increased 
distribution and lower costs in the na- 
tionalized industries. 

We are far down the road to socialism 
already, so far along that, if the tide is 
to be reversed, it is going to take not only 
herculean efforts but sustained work on 
the part of business. 

The Federal Government now costs 
$100,000,000 a day. Here is the sort of 
thing it is doing with that money: 

The Government owns 21/, typewriters 
for each stenographer or typist on its pay- 
rolls. 

If you apply to certain Federal agen- 
cies for a job, your application is proc- 
essed through more than 100 different 
stages. 

In Washington alone, the U. S. Gov- 
ernment employs 1,485 press agents, 
2,650 botanists, and 5,725 lawyers and 
legal assistants. 

The U. S. Government has 45 separate 
Federal offices dealing with housing. 

More than 530 Federal offices are 
located in Chicago alone. 


Today the average person must put in 


61 working days to pay his taxes. If the 
Administration program carries, he will 
have to devote the earnings of 81 days’ 
work to this purpose. The bill for taxes 
will absorb between 75 and 85 per cent 
of all the savings of the people. 

Our Federal debt is $250,000,000,000 
or more than all the capital assets in the 
country and equivalent to $6,297 per 
family. 

The Federal budget itself is a docu- 


May, 1950 


ment of 1,670 pages from which it is a 
practical impossibility to determine the 
real cost of any activities of Government. 
These pages are in fine type, almost im- 
possible to read, let alone interpret. For 
instance one item in the Veterans’ Ad- 
ministration is a single line—'‘Salaries 
and expenses $848,897,000.”" On another 
page in the same budget is a similar short 
item for carfare and bicycle allowance— 
$42. 

Today one-third of the cost of the aver- 
age item the consumer buys goes to taxes. 
More than 60 per cent of the cost of 
cigarettes goes to taxes. Corporation taxes 
have increased 1,000 per cent since 1932. 
Well over 100,000 units—Government- 
owned corporations, cooperatives and 
unions included—are escaping much 
more than $1,000,000,000 in tax liability, 
yet 522 hidden taxes take one-third of the 
cost of a $10,000 home, for which so 
many of our people are saving and scrimp- 
ing. There are 116 tax items added to 
the average store-bought suit of clothing. 
But we can all take comfort in the 
thought that there is no Federal tax on 
coffins, unless the Government leaves us 
enough to buy one costing more than 
$100. 

Seriously, the hour is late, the situation 
is alarming. But I for one do not expect 
it to be solved by merely reciting the 
facts and figures or by a long harangue 
on taxes. Our people want stability; our 
youth cannot for the most part because 
of their inexperience see clearly the road 
down which we are traveling. They can 
grasp perhaps the tangible, financial cost, 
but not the spiritual cost in terms of lost 
liberties. I believe from my own observa- 
tions, backed by many researches, that 
there are great numbers of people in this 
country who would prefer to pay stagger- 
ing taxes in exchange for a relatively sta- 
ble existence, without too many ups-and- 
downs over which they individually have 
no control. Who, indeed, would not 
rather bring his children up on a modest 
salary, than in luxury one year and per- 
haps extreme poverty the next? The 
crash of 1929, when ruined fortunes, sui- 
cides, breadlines and foreclosed mortgages 
went hand-in-hand, is an experience 
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deeply etched into the consciousness of 
even the youngest. 

The paradox of our situation is that 
even under a great tax load, business has 
demonstrated, with little help from many 
Administration prophets of gloom and 
catastrophe, that it 1s the great economic 
stabilizing factor in our economy. 

But business has failed to do a public 
relations job like its competitors in the 
arena of public opinion. Business has 
failed to sell itself. At the very time it 
has sold its tangible products and wares, 
it has allowed its competition to steal a 
long march in the ultimate control of dis- 
tribution of these good things of life. 

The problem, oddly enough, is not one 
of business ability to produce the most 
human benefits or to produce them most 
efficiently nor even to stabilize the econ- 
omy though sorely harassed by Govern- 
ment and organized labor. That has al- 
ready been accomplished. 

Therefore, it is obviously not enough 
that we in business do an efficient job of 
reducing costs, providing jobs, improving 
quality, or expanding distribution. 

Unless these benefits of business are 
interpreted and understood, it is, clear 
that the public will favor those programs 
which the politicians promise, even 
though they as taxpayers must share the 
burden of paying for them. 

National advertising can do a lot to 
educate the public about the economi 
benefits of business, just as it has made 
But business man- 
agement, unlike labor, agriculture and 
Government administration, suffers from 
the handicap that it cannot speak with a 
united voice because the very system which 
it seeks to preserve is competitive. Nor 
would it help matters much if business 
could speak with one voice because people 
would still judge business in general by 
the actions and words of the individual 
businesses they know. The problem, as 
we have seen, is not primarily a rational 
one which can be answered by rational 
arguments and demonstrated proof, or the 
problem would not continue to exist. The 
problem is emotional or psychological. 

There just are not enough people in 
this country who are enough interested in 


those benefits possible 


244 


the viewpoint ot business management 
per se to give it fair hearing or who 
would support that viewpoint, merely be- 
cause it would preserve power, preroga- 
tives or profits of business. Thus it be- 
comes obvious that business can win pub- 
lic support only by identifying itself with 
the interest of people in general. 

How to do this? The answer is that a 
lot of little things go to make a good 
sale. Public relations is looking after the 
details. The place to make the sale—the 
peaple we can influence most—are our 
employees whom we see every day. 

In selling the principle of free enter- 
prise, we should realize that in the past 
too many of us have been too autocratic 
and authoritarian in our management ot 
people. We must more and more realize 
the importance of dealing with people as 
individuals rather than treating them as 
a mass. This means giving people an 
opportunity for advancement, a chance to 
ask questions about how the company’s 
plans will affect their jobs, and giving 
them specific information about their 
woik. 

Specifically, we should not get into too 
much detail in trying to run our stores or 
businesses. We should give each em- 
ployee broad latitude to use his own com- 
mon sense and imagination in trying to 
develop the best techniques of selling, 
taking inventory, or whatever. Maybe he 
can teach us something if we don’t sap 
his initiative. 

All employees should have a chance to 
discuss policy with us individually and 
in a group meeting from time to time. 
We can then tell them why things are 
done as they are; and get the benefits of 
their observations as to how they might 
be done more efficiently and economically. 

Periodically, we should review with 
employees why they are or are not getting 
raises. And we should be specific about it. 

Consider trying to keep rules down to 
a minimum. Instead of prohibiting smok- 
ing on working hours altogether and hav- 
ing your people constantly slipping out 
the back door, why not suggest they come 
up with some practical method of han- 
dling smoking without offending custom- 
ers or slowing up the work. You'll 
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probably find you have less smoking in 
the end that way and the rules will be 
stricter than your past enforcement of an 
outright ban. 

Have chats with new employees fre- 
quently. Not only will this get them to 
pull on the team and feel the job is 
worth while but a fresh eye can see a lot 
of things about any of our businesses 
which we don’t recognize. 

Before you start telling your customers 
or suppliers about some new development 
in the business, be sure to tell your em- 
ployees so that they can help spread the 
word. 

Take them into your confidence, so far 
as possible, about earnings, the cost of 
your investment and how much is needed 
to maintain your place of business in 
proper condition. If you don’t do this, 
chances are they think you're taking a lot 
more out than you really get and that if 
you weren't such a skinflint you would 
give them a better Christmas bonus and 
bstantial raise. 


SUL 


These are just a few hints on how to 
run a business on democratic principles. 
The reason for doing it is that it is the 
most satisfactory, ultimately the most 
profitable, and always the most human 
way of managing men. 

As we learn this, we will be doing the 
most important job that business must 
learn to survive. Simple as it seems, diffi- 
cult as it is, day by day, this is the great 
hallenge facing all of us if we are to 
pull our oar in the race for understanding 
ahead. As H. G. Wells once said, “The 
situation in America between 
understanding and catastrophe May you 
and I do our part to advance understand- 
ing. Then and only then, can business 
move forward with a strong and active 
faith and 
realizing that higher standard of living 
for everyone which is nearly within our 


grasp. 
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Management Control: The Executive’s Instrument Panel 


By ALEX W. RATHE 
Associate Professor of Administrative Engineering 
New York University 


THE PRINCIPLE OF MANAGEMENT CONTROL ance brings forth the control aspects of 


C ONTROL of operations is good only the budget. 
when it improves operations. This 
means that (1) control must give warn- TAAENS CRATE CF ARASH ConEeE 
ings of obstacles which lie ahead and map The planning phase of management 
out plans to avoid them; and (2) it must control determines how operations should 
examine past and current activities so as proceed. This task varies considerably in 
to search out weaknesses which can be scope; the chart on page 248 shows a 
eliminated in the future, and must ascet- relatively wide range. Many of the plan- 
tain the results of its planning. ning activities are problems which the 
The first point covers planning activi- line executive, in the pressure of every- 
ties: They determine what should take day operating responsibilities, is forced 
place; the second indicates control activi- to postpone for the proverbial tomorrow 
ties: They determine what dd take place. which too often never comes. Thus he 
Separated, each is vulnerable. Combined, usually welcomes the assistance in these 
planning and control work provides a projects of a staff agency such as the 
powerful managerial instrument. It oper- Controller's Division which will be 
ates in a cycle. Plans are formulated, tried sketched here 
out, and checked; their results influence Planning has two segments: First, the 
new plans; and so forth, in a continuing operating program must be designed and, 
chain reaction. This interplay of planning — secondly, managerial tools are to be devel- 
and control has become known as Man- oped which permit this program to be 
agement Control. Its function is to help executed in the most effective manner. 
managers improve management. The basis of the operating program is 
We need both planning and control in company policy. With policies as refer- 
this task of improving management. The ence points, long-range plans and _ short- 
primary reason is perhaps that control is term programs are worked out. Long- 
most effectively exercised before some- range plans peer three, five, or 10 years 
thing goes off the beam; for that, we need into the future. They cover any and all 
to know what should take place—what phases of corporate activity. 
the plans are--so as to be able to guide For the short-range program the foun- 
matters there. dation is laid by market analysis which 
Furthermore, it is difficult to separate ascertains the market potential. Sales fore- 
planning and control in many instances. casts calculate the probable share of this 
The budget, for example, is a planning total demand which the company can 
tool; it presents the schedule of opera- expect to fill. This estimate is often 
tions decided upon. But marking against reconciled with the results of a separate 
the columns of “budgeted’’ data the cor- study of economic conditions. From this, 
responding figures of ‘‘actual’’ perform- the corporation's over-all short-term pro- 


Adapted from a paper presented at the Annual Meeting of the American Statistical Association, 
joint session with the Society for the Advancement of Management, in New York on December 29, 1 
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gram evolves, with its component engi- 
neering, manufacturing, marketing, and 
other divisional programs. 


IMPLEMENTING THE PLANS 


The logical sequence to the design ot 
policies, plans, and programs is the devel- 
opment of managerial tools by which they 
can best be carried out. This second seg 
ment of the planning phase includes a 
le variety of tasks with predominantly 
industrial engineering character. 

First among them is provision for a 
continuing study of the organization 
structure of the firm. This fumction is 
assuming more vital 
years have brought significant progress in, 
and of, our knowledge of 
organization engineering and the man- 
ner in which it can contribute mightily 
to the efficient operations of any enter- 


Wide 


~ } ) 
ever rank. Recent 


acce ptan € 


prise. There is justified hope for even 
greater headway from current organiza- 
tional research with its emphasis on psy- 
chological and sociological aspects. 
Next come the particular contributions 
which systems and procedures make as the 
mechanism through which management 
operates. They provide the specific road 
maps along which production, sales, and 
all the other activities proceed in pursuit 
of the objectives set for them by company 


policies and porate operating pro- 


| tne cot 


When we follow operations to the ulti- 
of the managerial 
methods 


stone 
ture—the individual 
1 supreme. Detailed studies determine 
th best way” of performing a task 
fundamental contribution to 
No less significant are stand- 


‘best 


building 


job, 


an indeed 
planning. 
ards: some put a time tag on the 
and thus provide a timetable for the 
others set marks for materials 
onsumption and cost and thus 
complete the kit of major planning tools 
Just about any of the segments and 
steps discussed so far requires research 
at one time or another. When it comes 
to economic studies, the greater portion of 
the work might well be of research char- 
ter. All the other techniques mentioned 
benefit from systematic research. 


Way 
road map; 


items, 


also 
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Many tirms have found it advisable to 


carry on this type of work in organiza- 
tionally separate groups. (Such groups 
are not indicated in the chart.) 


THE CONTROL PHASE 


Planning is the first phase of manage- 
control; the second 
It determines what is actually taking 
pla There are sources of 
information readily avail- 
able throughout any enterprise. The first 
control task is to locate those spots in all 
q which com- 


ment con- 


phase is 
trol 
numerous 


on ope rations 


parts Of corporate activities 


pile significant factual data on perform- 
ance and to synchronize them 


manageme nt 


into one 


over-all control network. 


from three main 


accounting 


data come 
Cost 
dian of the expense records of operations, 
parts, products, departments, or other sub 
divisions. The second carrier of financial 
information is the budget. Its 

h 


] 1 
iedules, listing the plans for all impor- 


Financial 


reservoirs: 1S the Custo- 


Si 
transactions, the 


monetary terms 


tant financial 
operating program in 
is the third of the 


represent 


Financial auditing 
contributories to the stream of financial 
data; it 
counting and finance. 

All other data, trends, { 
additional facts! should be collected, re 
orded, and analyzed by a. statistical 
group; its pipelines connect with produc- 
tion control, payroll, timekeeping, pur- 


original realm of a 


é 


covers 1tS 


events, 


hasing, quality control, sales, and many 
other records. 

After all these control data are col 
lected, they are analyzed. This might 
start with a comparison of present per 
formance with that in the previous month 
or last year, with a similar plant or indus 
try, or with some other appropriate yard 
stick. 

But management control work does not 
end with calculating ratios, computing 
trends, and preparing charts or tables. 
These are all necessary but preliminary 
tasks. 


The really responsible. part of the job 


] 


1 For details, see: Alex W. Rathe, H to Set Up 
Vanagement Controls, Funk & Wagnalls Company, 
York, 1948 
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is the evaluation of these analyses. Data 
and facts must be interpreted in the light 
of present circumstances. They should be 
evaluated from the point of view of over- 
all management. And most important, 
they have to be examined in their rela- 


tion to, and influence upon, one another. 


Thorough consideration has to be given 
to economic, human, and public relations 
as well Main em- 
so much on analysis 
the components of the 


as many other aspects 
phasis does not rest 
but on synthesis of 
findings. 

The results of the evaluation are usually 
compiled in reports. They are also often 
presented to the executives concerned in 
less formal fashion, somewhat in the man- 
ner in which a physician would discuss 
with a colleague the results of his diagno 
sis and experiments. Whether it is the 
counsel of the doctor or of the controller, 
it is entirely within the individual's dis- 
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cretion to 
offere d. 

The findings are finally channeled back 
to the planning group so that they will 
be considered in future developments, 
policies, plans, and programs. This “feed- 
back” completes the cycle of management 
control work. 


accept or reject the advice 


This bird's-eye view shows at once that 
management control is not synonymous 
with economics, statistics, accounting, or 
It contains elements of al! 
and much more because, as the 
Executive's Instrument Panel, it gives a 
of all operational aspects in all 
phases of the company. 


engineering. 


of these, 


count 


ORGANIZING FOR CONTROL 


Not so long ago, the control function 
in business was concerned primarily with 
financial considerations. With the ever- 
increasing scope of our business life and 
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of managerial responsibilities, it was onl) 
natural that the control scope had to ex- 
pand beyond narrow confines. There were 
a very few isolated instances’ in the past 
when foresighted executives pointed out 
that limiting the scope of the Controller 
prevented the wider service which he is 
capable of rendering. 

It remained for relatively recent years 
to provide some answers to these isolated 
challenges, however. And it has been 
primarily through skillful organizational 
design that the objective of management 
ontrol has come closer to being accom- 
plished. Any organizational project pre- 
sents psychological problems; if it aims 
at something psychologically as distasteful 
as ‘‘control,’’ the problems multiply. 
Therefore the first requirement for or- 
ganizing the management control function 
will always remain that the solution is 
.cceptable on the psychological front. 

That is why management 
usually decentralized: 


control is 
Each division, store, 
or plant has its own management control 
staff, its own subsidiary instrument panel. 


and 


all planning 
control activities for the group. 


Here are performed 
selec- 
tion of 


typical assignments for the func- 


tional divisions of a manufacturing com- 


pany might for instance be: 


grams” 
Sales 


Marketing 
Manufacturing 


forecast 
manufacturing 
program 
lelivery timetable 
production control 
schedule 


ef ard t 


Finance a 
Production 


; 
procedures 


counting 


‘ith regard 
Engineering levelopment 
livisional bu 


engine 


Book 
iarles ( Tames 
rnational Congress of 
September 


Procee 
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With regard to “evaluation”: 


Personnel .morale survey 


This then leaves the Controller with 
these main spheres: 

He has to connect the subsidiary instru- 
ments in the various divisions into an 
over-all corporate instrument panel from 
which management obtains readings on 
the course and the performance of the 
enterprise as a whole. 

He handles projects of mutual concern 
and clearing house for the ex- 
change of data, information, and advice 
on problems of common interest to seve ral 
divisions (such as corporate organization, 
economic studies, over-all policies, etc.). 

His staff is available to all other divi- 
sions as the company’s own management 
consultant whenever such services are de- 
sired; and this is usually the case with a 
great variety of problems. 

But three considerations are paramount 
if management control is to be successful: 


acts as 


One, planning and control activities 
must be recognized as components of 
one task, that of managing; they are 
not a tool but a part of management. 

Two, the profitable functioning of 
management control depends on reli- 
able inter-connection not merely of 
some but of all planning and control 
work wherever it may be carried on in 
a firm. 

Three, decision by factual data is to 
be emphasized rather than a hit-or-miss 
approach, because you can’t get the 
better way of tomorrow until you have 
all the facts of today. 


MANAGEMENT CONTROL IN PRACTICE 


As witnesses for the effectiveness of 
management control, we find many com- 
panies whose reputation and success have 
often been enhanced by being among the 
first to try, and profit from, new and pro- 
OTessive Pioneers in the gradual 
development of management cont trol con- 
ept and techniques have been such firms 
as U Airlines, Koppers Company, 
ATF Incorporated, Hudson American 
Corporation. to name few. 

the roll-call of organizations with 


Today, 
successful management control installa- 


ide as. 


wust a 
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tions is growing at a steep rate though, 
like in other fields, the arrangement and 
scope of the work, name 
under which it is carried out, vary greatly. 

What causes these encouraging devel- 
opmen [It is the practical nature of 
management control. As William V. Hol- 


“Management control 


yes even the 


lander aptly put it: 


A Survey of Business 


O discover the ways in which busi- 

ness research and forecasting is or- 
ganized and practiced by a cross-section 
of American business, the Controllership 
Foundation, Inc., recently surveyed 38 
companies, representing 30 kinds of busi- 
ness, with annual sales volumes ranging 
from a few millions of dollars to several 
billions. Types of corporate organization 
ranged from a single functional organiza- 
tion to the most complex multiple- 
establishment corporations of the United 
States 

In reporting the results of the survey, 
data of two automotive companies have 
been combined, and the combined results 
counted as those of one company. 

The study showed that 29 of these cor- 
porations undertake some form of ex- 
ternal foreca In all 37 cases, several 
kinds of internal forecasting are organized 
activities 

Twenty-seven companies prepare fore- 
casts of general business conditions. Six 
of these companies undertake only gen- 
eral bu 
gage only in industry forecasting, as a 
form of external forecasting. The other 
21 companies—the large majority 
undertake both kinds of external fore- 
casting. The principal reason industry 
forecasting is not being done in the six 
companies is lack of over-all industry sta- 
tistics for highly specialized products. 

Twenty-three companies prepare indus- 
try forecasts of the total competitive 
market potential, represented by total 
sales in an entire industry 

In the field of nternal foreca 


up 
! 


fyngo 
ting. 


siness forecasting: two others en- 


346 out 
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is Management's nagging conscience that 
cannot be quieted until it has challenged 


present results and lighted up new paths 


to greater Management control's 


é 


sole objective is to help managers improve 


SLCC ESS. 


management. 


Advanced Management, March, 1950 


Forecasting Practices 


of the 37 corporations prepare a formal 
annual forecast of sales. In the case of 
the single exception (Swift and Com- 
pany), conditions peculiar to the meat 
packing industry make the preparation of 
an annual sales forecast practically im- 
possible. Other information and forecasts 
are considered to be of greater importance 
as income factors, as, for example, the 
number of animals coming to market and 
prices. of livestock. 

In 20 companies, raw material prices 
are of sufficient importance to deserve 
special forecasting attention. Seventeen 
companies—not the same companies in 
all cases—consider finished goods prices 
forecasts to be sufficiently important to 
require formal attention. In the case of 
the two electric utilities, “finished goods 
prices’ refer to their rates for electric 
service 

Thirty companies forecast 
capital expenditures. 

As noted in the preceding section, 29 
of these corporations prepare forecasts of 
general business, or of industry sales, or 
both. Of these 29 corporations, 26 have 
organized staffs for external forecasting 
within the company; only three smaller 
ympanies depend exclusively on an out- 


long-term 


side consulting service. Sixteen companies 


employ 
Ps a 


an outside consulting service for 
forecasting; 13 of these have 
ts and still employ 


vty ? 
¢ j 


ae 


their own research staff 


outside consultants 

Business research staffs organized with- 
in the companies studied usually report to 
the top general officer (or Board of Di- 


tors in a few cases) or to the chief 
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financial officer; in eight companies, the 
research staffs report to the top officer, 
and in 14, to the chief financial officer. 

The six research staffs that report to 
the Commercial Vice President are staffs 
engaged in commercial or market research 
and industry forecasting rather than gen- 
eral business research and forecasting. 

Three of the larger companies studied 
have more than one business research 
staff, each reporting to a different officer. 

The number of corporations found by 
this study that do economic, statistical, or 
commercial research of a general nature, 
beyond the study of their own markets 
and sales potentials, indicates a growing 
appreciation of the value of this kind of 
business research. 

The nature of the work and the re- 
sponsibilities of these company research 
staffs were found to vary widely. Some 
have only advisory functions; others are 
active participants in the preparation of 
the sales forecast; some deal only with 
general business prospects, while others 
are interested mainly in the study of a 
specific industry or of specific raw ma- 
terials. 


Nine companies maintain research staffs 
whose major function is to advise the 
officers and directors concerning general 


business conditions. These staffs have no 
routine duties in connection with internal 
forecasting. In this group, though the 
major responsibility of each staff is ad- 
visory, the extent and technical quality 
of the research undertaken covers a wide 
range. 

Fourteen companies have research staffs 
whose major responsibility is the study 
of their own industry sales potential. 

In 18 companies the research staff taxes 
a major part in the preparation of the in- 
ternal sales forecast. These research staffs 
necessarily engage in research in general 
business conditions as a foundation for 
their participation in the preparation of 
the sales forecast. 

In five companies the research staff has 
an important interest in price trends. 

Of the 26 companies with research 
staffs of their own, 15 do independent 
analytical work based on. statistics or 
economic relationships. Five of the 15 
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depend, to some extent, on analysis ot 
business cycles, but in only one company 
is the analysis and projection of business 
cycle patterns given a major place in their 
forecasting. The other 11 do little or no 
independent analysis of statistics and base 
their conclusions mainly on judgment 
applied to published business data and 
Opinions. 

Of 29 companies which obtain fore- 
casts of general business, either from their 
own research staff or from an outside 
consultant, 19 companies use them only 
as a general guide for the interested 
officers and executives; the forecasts are 
not given approval by any formal action. 
In seven companies the forecasts of gen- 
eral business are used within the research 
group as a basis for general reports or for 
the preparation of the sales forecast and 
are not passed on to other general or 
department executives. In only five com- 
panies does the general business forecast 
receive top management review and 
approval. 

The sales forecast is the most widely 
used business forecast. 

The sales forecast is initiated by the 
line sales organization in 19 companies; 
by a market research staff in 10 com- 
panies; by a financial officer’s staff in five 
companies; and by another staff depart- 
ment in one company. In the multiple 
operating unit organizations studied, each 
operating division or subsidiary company 
is responsible for making its own sales 
forecast. 

After the sales forecast has been pre- 
pared it is usually submitted for review 
to other departments. In 11 companies 
the sales forecast is reviewed by the line 
sales organization; by a sales staff or 
market research staff in 9 cases; by a 
financial officer’s staff in 15 cases; and by 
other headquarters’ staff in 12 cases. 

The sales forecast is given final ap- 
proval by a committee of officers in 28 
cases and by a chief executive officer in 
12 cases. 

Many of the companies studied arrive 
at their approved sales forecast by two or 
three different methods. The most fre- 
quently used method is the projection of 
the historical trend of total company sales 
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or of major products; 29 companies em- 
ploy this method; 23 companies obtain 
estimates of future sales from the field 
and headquarters sales organization; 22 
companies base a forecast of sales on a 
forecast of total industry sales and an 
estimated share of this total market; and 
21 companies use some method that in- 
volves the correlation of their sales with 


a forecast of some general measure of 


business activity or customer demand. 

All the companies that prepare an 
annual sales forecast use it as a basis for 
financial forecasts and budgets. 


Business Forecasting: A Survey of 
Business Practices and Methods. Control- 
1 East 42nd St., 
1950. 70 pages. 


lership Foundation, Inc., 
New York 17, N. Y., 


$5.00. 


Maintaining Sound Mental Health: 9 Commandments for 
Business Men 


] Neither run away from emotions nor yet fight them. Accept them as the wellsprings 


of all action 


They are your automatically mobilized energies. Force these energies 


into the channels of your choice. It is like guiding spirited horses. 


) 


Be efficient in what you do. 


Do not drive your tacks with a sledge hammer. 


Find out how easily you can do things well, and take pride in such skill. 


3. Do one thing at a time. Only thus can you practice concentration 


I do not 


can that violent over-dramatization of effort, but the gentle art of controlling attention 


4. Make clear-cut practical decisions, subject to change in the face of new facts 


or additional knowledge 


Do not accept hurry as a necessary element of modern life. Quality of work 


not quantity, spells success, and quality is destroyed by hurry. 
6. Worry is a complete circle of inefficient thought whirling about a pivot of fear 


lo avoid it, consider whether the problem in hand is your business. 


to something that is 


I If it is not, turn 


If it is your business, decide if it is your business now. If so, 


decide what is best done about it. If you know, get busy. If you don’t know, find out 


promptly 
how hard things may turn out to be, 


that no man can do 


Keep work, play, rest and exer 


Do these things; then rest your case on the determination that, no matter 
you will make the best of them 


and more than 


ise in their proper relative proportions; not 


only in the space of decades, but year by year, month by month, week by week, day 


by day 


8. Shun the New England conscien 


issue of every trivial thought 
9. Accept the material of life 


It is a form of egoism which makes a 


nothing better than worry about self 
Do not criticize your part in the play: study it, 


understand it, and then play it, sick or well, rich or poor, with faith, with courage and 


with proper grace 


1sualty Insuror 12/49 








27th ANNUAL GENERAL MANAGEMENT CONFERENCE 


The 27th Annual General Management Conference of the 


American Management Association will be held on Thursday and 


Friday, June 1-2, at the Waldorf-Astoria, New York. 
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“Cold” Socialization 


NE of the principal reasons for the 
recession of the socialist tide now 


visible in most parts of the free world is 
the fact that the main socialist battle-cry, 
calling for public ownership of the means 
of production, is beginning to lose its 
magic charm for both the socialist leaders 
and for the “proletarian” workers. 


The socialist leaders have discovered 
that politically imposed socialization, or 
nationalization, gives them responsibilities 
which they are unable to meet, as demon- 
strated by the generally lower efficiency 
and habitual deficits of the socialized in- 
dustries. And the workers have found 
that socialization, far from turning the 
socialized industries over to them (as 
many had thought), merely replaces the 
former owners and ‘“‘bosses,”” with whom 
they might fight but could also agree, 
with a soulless, remote and far less flexi- 
ble govenmental bureaucracy. As a result 
the leaders are more and more willing to 
settle for governmental control without 
direct responsibility for industrial opera- 
tions, and the workers are more and more 
willing to settle for the ‘‘welfare state.” 

Now, however, out of Germany, the 
cradle of Marxian socialism and com- 
munism and their joint aberration of 
National Socialism, has come a new idea 
which might be characterized as “cold 
socialization.” This idea, which passes 
under the label of the “economic co-de- 
termination” of the workers, would pro- 
vide an equal voice for labor in the man- 
agement of each individual plant, not 
only in respect to wages and working 
conditions, but also in respect to all other 
functions hitherto reserved to manage- 
ment, including business policy, produc- 


tion methods, size of production and 
amount of employment, distribution, ap- 
pointments to management positions, and 
finally, sale, shutdown or merger of the 
plant itself. This ‘‘co-determination,” 
which would amount to an absolute labor 
veto on all management decisions, is to 
be exercised, theoretically, by the “work- 
ers’ council’ of each plant. But the idea 
is being extended to include wider boards 
of supervision representing both manage- 
ment and labor in equal proportion and 
containing labor union “‘experts’’ who 
would assure control of management by 
the labor unions concerned. ’ 
This claim to “‘co-determination”’ by the “ 
workers, advanced in the name of eco- 
nomic democracy, has already been imple- 
mented in laws passed by the states of 
Hesse and Wuerttemberg-Baden, and a 
similar law is now being prepared by the 
Bonn Government for all Western Ger- 
many. The proposal for such a law is be- 
ing supported not only by the Socialist 
party, which in principle still espouses 
nationalization of industry, but also by 
Chancellor Adenauer, who, though de- 
nounced by Leftists as “reactionary,” 1s 
quite willing to doubt both “hot” and 
‘cold’ socialization measures. To German 
industrialists this measure spells not only 
socalization but also industrial paralysis 
at a time when German industry is most 
in need of efficiency and adaptation to 
new world conditions. But once adopted 
in Germany, still under Western occupa- 
tion, it could well provide a spark that 
might make “‘cold socialization’’ as big an 
issue throughout the Western World as 
nationalization has been in the past. 
The New York Times, April 12, 
1950. 





@ THAT government medical service, or socialized medicine, is as yet far from being 
popular, at least among city people, was indicated in the findings of a recent nation- 
wide survey made by The Psychological Corporation. In reply to the query, “Which 
lo you favor: (a) to have government give free doctor and medical service which 
would be paid for by a 3 per cent payroll tax on all wages under $3,600, or (b) the 
present system of medical service?’’, 65 per cent favored the present medical service, 
26 per cent favored government medicine, and 9 per cent were uncertain. 
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Memorandum fo the Board of Directors: 


Everything that an organization accomplishes is by and through people. 
Our Country is largely one of business and industrial enterprises. The people who 
work in these business and industrial organizations—together with their families 
and friends—constitute the majority of our voting population. 
Whether our free enterprise system will survive or will be modified depends on 
how these people feel, think, and vote. 
Rightly or wrongly, people have generally felt that management is more concerned 
about property and profits than it has been concerned about people. 
Because of management's failure to understand the human relations problem before 
it and its lack of attention to it, the unions have drawn to themselves a great deal 
of the confidence and loyalty of people. 
Politicians are realistic about votes. They count the number of employers and the 
number of employees. They are very responsive to the needs and desires of the 
majority of the voting population. 
The determining factor in what people feel, think—and vote—is the kind of treat- 
ment they get on the daily job in millions of workplaces. Their satisfaction or 
dissatisfaction with the spiritual take-home as well as the financial take-home will 
be their criteria for judging the worth of our present system—and not the general 
fact that we have the highest standard of living of any country in the world. 
The personnel administration, or human relations, aspect of management is now 
and will continue to be the most critical phase of the managerial job. 
While few would dare to admit it, it is probably the majority opinion of the men 
and women in the field of personnel administration that by and large top manage- 
ment people do not understand the problem of human relations; that many top 
management people—either because they don’t care, are too busy or arrogant in 
dealing with people—are helping to prepare the seed-bed of Socialism and Com- 
munism. One of the bitterest and most widespread complaints among the working 
population is that they are not treated like human beings. 

Finally, in the world struggle for national survival, no cold or hot war is wan by 

half-hearted soldiers. 

It is essential that Boards of Directors consider and think through just what the 
above points mean with respect to the kind of leadership they have and desire in their 
respective companies. 

It is vital, not only to the survival of a particular company but to the survival of 
our free enterprise American way of life, that Boards of Directors 

a. Review their standards and qualifications of executive leadership to insure 
that in the selection and promotion of both supervisors and top executives 
the prime consideration is understanding and competence in the human rela- 
tions field—the ability to win a high degree of voluntary, enthusiastic effort 
and cooperation to accomplish the company’s aims. 

Establish, make known and carry out such sound, progressive human relations 

policies as will: 

(1) Adequately meet the basic needs and desires of employees: 

(2) Regenerate faith in the good will, integrity, and intent of management: 

(3) Demonstrate to employees, through their work experience, the qualities 

and merits of the American way of life and the free enterprise system 
—H. H. Carey, 

Management Consultant 
Philadelphia, Penna 
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@ WHEN we get older, we should step up, not down. Retirement should never 
become the lazy man’s dream of doing nothing. It should be the most active part of 
a man’s life, the culmination of his career. It should mean the reaching of goals that 
could not be reached in earlier years. That's one way to live longer and like it 
Even if we don’t succeed in adding years to our lives, we will have added life to our 
years—and that’s far more important. 


—Grorce Lawton in Factory Management and Maintenance 
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White-Collar Personnel Practices: A Survey 


ITH one eye seeking greener pas- 
V\ tures in the current job market, 
the other appraising his present job with 
ontinuous, well-informed scrutiny, to- 
day’s clerical worker offers a challenge to 
management. The alert office manager 1s 
finding out that, in the long run, the 
more liberal office personnel policies— 
because they help keep turnover low—are 
frequently the least costly. He is dis- 
covering, moreover, the importance of 
keeping informed on up-to-date trends 
in office personnel practices. 

Presented below are some of the prin- 
cipal findings of a recent Dartnell survey 
of over 300 companies in diverse fields 
throughout the United States, relative to 
personnel practices in the office. 4 

Company practice with regard to paid 
holidays given to office employees showed 
wide variation in the survey. All give 
the following holidays with pay: January 
1, Memorial Day, July 4, Labor Day, 
Thanksgiving, and Christmas Day. Presi- 
dential and other election days are paid 
holidays for employees of 47 per cent of 
the reporting companies; 29 per cent of 
the companies give their employees Wash- 
ington’s Birthday with pay; 13 per cent 
give Lincoln’s Birthday; 11 per cent give 
Armistice Day; 9 per cent give Good Fri- 
day afternoon; and 6 per cent give Colum- 
bus Day. 

More than 78 per cent of the com- 
panies surveyed reported that their em- 
ployees received a two-week vacation after 
a year of service. Twelve per cent of the 
respondents give a three-week vacation 
after two years’ employment; 43 per cent 
give workers with five years’ service three 
weeks vacation. A tendency noted in a 
similar Dartnell survey in 1946, to reward 
employees with good attendance records 
by adding to their vacation time, persists. 

With regard to jury duty, the policy of 
{9 per cent of the respondents is to give 
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full pay to employees serving on juries; 
10 per cent give no pay; 21 per cent have 
no policy; 20 per cent pay the salary less 
the jury fee. 

Some provision for paying office em- 
ployees who are unable to work because of 
sickness was reported by 78 per cent of 
the firms surveyed. There is great varia- 
tion in these policies, however. Thirty- 
seven per cent of them are informal plans 
which are adapted to the needs of the em- 
ployee, the type of illness, and the length 
of absence from work. Informal plans 
of this type are confined almost exclu- 
sively to companies with fewer than 25 
employees. As the number of employees 
increased, the plans grew less flexible 
and, generally speaking, less liberal; this 
was true regardless of type of industry or 
geographical location. 

Some firms reported sick leave policies, 
generally underwritten by insurance com- 
panies, by which the employee received 
more than his normal salary. As one office 
manager put it, “It usually costs more to 
be sick and stay at home than to be well 
and come to work; our company feels 
that a sick employee needs, and needs 
badly, more than his usual salary.” 

The trend toward longer lunch periods, 
noted in the 1946 Dartnell survey of 
office working conditions, has made sur- 
prising progress. In 1946, more than 50 
per cent of the companies gave only half 
an hour for lunch; in this survey, 52 per 
cent reported that they give an hour or 
more for lunch. Employees in 27 per 
cent of the surveyed companies get 45 
minutes for lunch; half-hour lunch pe- 
riods are given to the employees of 21 per 
cent of the companies. Of the companies 
giving only 30 minutes for lunch, the 
great majority were located in towns of 
less than 100,000. Forty-two per cent of 
these companies were in towns of less 
than 50,000, and another 36 per cent 
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were in towns of less than 100,000. Ap- 
parently the important factor in determin- 
ing the length of the lunch period is the 
amount of time required by employees to 
get lunch. 

Eighteen per cent of the companies 
surveyed reported that they use some sort 
of profit-sharing device; most of these 
are limited to supervisors or employees 
making more than a certain annual salary. 
A breaking point of $3,000 is used by 
several contributors. Of the companies 
using some form of profit sharing, 25 
per cent have less than 25 employees; 
34 per cent have between 25 and 100 
employees; 41 per cent have more than 
100 employees. 

Here’s what one firm’s personnel man- 
ager had to say about his company’s ex- 
perience with profit sharing: 

To be eligible for our profit-sharing em- 

ployee retirement plan, an employee must 

have completed two years of continuous 
service on December 31. Contributions are 
made by the company out of the profits of 
the past year according to a specified table 

The allocation of contribution is made by 

the company on a unit basis for each em 

ployee. An employee gets 1 unit for each 

$100 of salary received in the vear and 1 

unit for each year of continuous past service 

as of December 31. Retirement age is 65 

but retirement is not compulsory 

Employees of 52 per cent of the re- 
porting companies benefit from some form 
of retirement plan. Half these plans are 
supported entirely by the company; in the 
other half, employees make some contribu- 
tion from their own salaries to the retire- 
ment fund. During recent years there 


has been a trend toward the contributory 
plan because of lowered interest rates, 
longer life expectancy of the participants, 
and the generally increased number of em- 
ployees qualifying for retirement. Some 
of the pension plans in use by the com- 


panies surveyed particularly small firms 
are extremely informal; employees with 


a record of long and faithful service are 


pensioned off’ when they are no longer 
able to work. 

The employees of only 5 per cent of 
the companies sury eyed are unable to get 
some form of hospital insurance through 
their employers. Of the firms which have 
a hospital insurance plan, 40 per cent 
share the cost of the premium with em- 
ployees; 20 per cent pay the entire pre- 
mium. The remaining 35 per cent have 
a voluntary plan in which the employec 
pays all the premium. 

Employees of 34 per cent of the sur- 
veyed companies have available the serv: 
ices of a person to whom they can go with 
their personal problems financial, social, 
family, etc. In some cases, this personal 
counselor has no other duties; in many ot 
the smaller companies, however, the coun- 
selor is some highly respected employee, 
frequently an officer of the company. 

Office employees of 26 per cent of the 
surveyed companies have the facilities of 
a credit union available to them. Com- 
panies with less than 25 employees make 
23 per cent of this group; 16 per cent of 
the reported credit unions are in firms 
of from 25 to 100 employees; 61 per cent 
are in firms of over 100. 

On the whole, the most significant con- 
clusion indicated by the survey is the fact 
that clerical workers are better off finan- 
cially today than they were at the time 
when the postw ar price boom was rea h- 
ing its peak. Contributor's comments in 
dicate a second fact of almost equal im- 
portance, however: High salaries are far 
from being a complete answer to the prob- 
lems of clerical personnel administration. 
Comfortable working conditions, friendly 
working companions, and competent, fair 
supervision are frequently as important as 
pay rates. 

From Office Personnel Policies and 
Salary Administration, The Dartnell Cor 
poration, Chicago, Ill., 1950. 61 
plus charts. $7.50. 
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@ TO help its girl office workers understand technical terms used in 


ompany corre 


spondence, Armco Steel takes them on periodic tours of its plant to familiarize th 


with operations 


LAWRENCE STESSIN 
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Permanent Is Forever ! ! ! 


AKE a nile drawer 


file draw ex, 


a small, 24-inch 
correspondence size. Mark 
the contents for “permanent” retention- 
not 10, 20, 30, 40, or 50 years, which is 
reasonably long enough to keep any 
record—but “permanent.”” Add another 
drawer the same size next year. Add an- 
other the year after that, another the fol- 
lowing year, etc., ad infinitum. 

Let's assume that for the first year it 
costs you about $1.67 to store the contents 
of this drawer in a metal transfer case 
an inexpensive drawer about the 
same size as the original file drawer 
24” 13" X10") in space renting at 
$1.50 per square foot per year. 

The figure of $1.67 represents a reason- 
able estimate and includes only cost of 
equipment plus cost of floor space. It 
does not include salaries of records clerks, 
cost of supervision, or loadings of any 
kind. Many companies will find that their 
present storage costs far exceed this figure. 
Cost of equipment and floor space can 
probably be reduced to approximately 70 
cents per drawer under ideal conditions, 
but when salaries and overhead are added 

be found that $1.67 per drawer 


Lt... 


it will be 
per year is on the conservative side. 

The costs per drawer for equipment 
ind floor space will vary greatly, depend- 
ing on several factors: 


a. original cost of equipment; 

b. expected life of equipment; 
apacity in filing inches of storage con- 
tainers 
height to which containers may _ be 
stacked which may be affected or limited 
by: (1) style of container or equip 
ment; (2) height of ceiling in storage 
area; (3) permissible floor load (num- 
ber of pounds per square foot of floor 

wage area); 

Or space in storage area 


space in ste 


ost of Ai 


For example: 


fo one 


Rent per year chargeable 
24-inch transfer case in space rent- 


mno te 
ti] a 


: $5 per 
If case eS 
wre stacked site 
)-high 


‘g high 
6-high 
4-high 
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The second year, you pay $3.34 for two 
cases, which, added to the $1.67 for the 
first year of storage, amounts to $5.01. 
The third year you have on your hands 
three cases costing $5.01 for that year, 
which, added to the $5.01 you paid dur- 
ing the two previous years, creeps up to 
$10.02. 

It probably comes as a complete sur- 
prise to you to find that at the end of 50 
years (approximately adolescence for a 
“permanent’’ record) your accumulation 
of 50 transfer cases has run up a storage 
bill of $2,129.28! 

Some of the best authorities in the 
paper field reckon that a good rag paper 
can be expected to last at least 100 years 
without showing much sign of deteriora- 
tion—-and that it is not unreasonable to 
expect it to last for 200 years under 
proper storage conditions. So, wishing to 
torture ourselves further, we project our 
calculations on the probable cost of stor- 
ing ‘‘permanent’’ records 200 years into 
the future and find that at the end of that 
time our accumulation of 200 transfer 
cases will have run up a storage bill of 
$33,567! 

While meditating on the costs of stor- 
ing ‘permanent’ * records, we might con- 
sider whether those records we have been 
planning to keep forever will really last 
this long. 

Have they been originated on paper 
with permanent retention qualities ? Are 
patches secure, or were they pasted on 
with rubber cement which dries up after 
three or four years? If the records have, 
during their full period of preservation, 
been protected against light, extremes of 
temperature, fire, water, dust, vermin, 
rodents, mildew, acid fumes—if the ink 
has not faded—if the paper has not 
crumbled—will the information contained 
therein be of any value 50, 100, 200 years 
from now? 

How can the tremendous storage costs 
be reduced ? 


* Some concerns consider “Permanent” to mean 
about 100 years; others feel that the term is 


synonymous with “hi of company 
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1. By establishing periods of preserva- 
tion consistent with the nature and pur- 
pose of the records, in conformance with 
legal and other statutory requirements and 
company needs. 

Every business concern should have a 
definite program for the preservation and 
destruction of records. In many com- 
panies, this responsibility has been dele- 
gated to the secretary, since he is the 
custodian of the corporate books and 
records. 

Such a program should include not 
only retention periods expressed in 
definite terms for specific records and 
classes of records, but also regulations 
governing the degree of safeguarding of 
such records (during both active and in- 
active periods) and routines and methods 
to be followed for their destruction. 


For purposes of preservation and 


destruction, all business records may be 
divided into two main groups: 


a. Those embodying subject matter which 
in nature, scope, or form, or in legal or his- 
torical significance is essential to a complete 
record of past and current company activi- 
ties and relations and which may be useful 
for reference or study of internal company 
affairs, or in conjunction with investiga- 
tions by duly authorized federal or state 
administrative or regulatory bodies, or for 
information of such bodies, or as exhibits 
in connection with litigation or for other 
legal purposes. 

b. Those which are of varying degrees 
of transitory value and importance, and 
which, after becoming inactive, cease to be 
of value for reference except for operating 
purposes. 

2. By systematic follow-up to insure 
destruction of records at the expiration of 
the prescribed periods of preservation. 

3. By reducing bulk of 
records in storage. 

Often significant space savings can be 
effected by elimination of heavy binders 
and removal of folders, paper clips, 
fasteners, index sheets, etc., from records 
being prepared for storage. Sometimes 
lightweight folders may be used to replace 
ring- or post-binders; contents of many 
small, thin folders may be combined into 


inactive 


one large folder; paper bands may be used 
to replace bulky fasteners or in lieu of 
folders; wire staples may be used instead 
of paper clips. 

Substantial space savings can be accom- 
plished by retention of microfilm copies 
in lieu of paper copies when the records 
will lend themselves to this process 
Handling costs incidental to preparation 
of records for filming may in some cases 
equal or exceed the value of the storage 
space saved; the nature of the records and 
expected use of data contained therein 
may make retention of film copies with 
destruction of originals impractical. 
There still exists in the minds of many 
business men some doubt as to the legal 
status of microfilm copies of records, and 
for this reason many concerns have been 
reluctant to rely on microfilm copies 
(status of film copies should be estab- 
lished by legislation); costs of reproduc- 
ing paper copies of microfilmed records 
may exceed the savings effected if demand 
for such copies is not or cannot be con- 
trolled. 

There are in many offices, however, 
large volumes of records having no value 
for legal purposes which are retained for 
long periods for historical purposes or for 
research or study. In many cases, such 
records might well lend themselves to re- 
tention on microfilm with space savings 
up to 95 per cent of current costs. Gener- 
ally speaking, economies can be effected 
by microfilming records which are to be 
retained for 10 years or longer, provided 
handling costs incidental to preparation 
for microfilming are not excessive. Other 
considerations, such as the lack of storage 
space, may justify the cost of microfilming 
short-term records. 

Permanent forever. By all means 
mark your records for permanent retention 
if you must keep them that long—but be 
sure that any records so designated are 
handled from their inception in such a 
way that they will be able to stand the test 
of time. 

—By MarGarET M. Wels. The Con- 
troller, December, 1949, p. 568:3. 
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Business Letters Cost Too Much 


Nor only do business letters cost more today (10 years ago letters averaged only 

42 cents), but nine out of 10 are filled with too much gobbledygook. 

Such is the gist of the latest findings of the Better Letters Institute in a sur- 
vey and evaluation conducted under the personal supervision of Hiram N. Rasely, 
executive vice-president of Burdett College, Boston. 

Mr. Rasely says that costs of correspondence can be reduced as much as 25 
per cent by training properly the men who dictate letters. 

For the firm turning out 100 letters a day, this saving would amount to $18.75 
a day, or $93.75 a week. The “hidden costs” in letter writing are the dictator's 
time, stenographer’s time, paper, rent, etc. 

“One company,” the report illustrates, “was found to be turning out 756 letters 
a day. The annual amount involved, therefore, at 75 cents per letter, is $147,987— 
a sizable sum expended in one line of endeavor and expended with very little 
thought or supervision.” 

The survey showed an average of 15 anachronisms like “We beg to remain,” 
“Please be advised,” etc., or other such useless words in the average letter. One 
company is reported as saving $34,000 a month in its monthly production of 182,000 
dictated letters by merely eliminating such non-functional language. 

Mr. Rasely has a formula for saving time and money for the dictator: 

Read each letter carefully before dictating your answer. 

Make a mental outline of the points you wish to cover in your reply; begin 
with the most important points. 

Write with the reader in mind; emphasize the points vital to him 

Use simple language 

These points, Mr. Rasely stresses, are just as important in executive training 
as are knowing the steps in a sound sales-promotion program. A major reason why 
business-letter costs are so high is found in the fact that too few dictators do ob- 
serve that formula. 

This year’s Institute survey reviewed particularly the third item in the foregoing 
formula—reader reaction. Readers detest seven specific factors: indefiniteness, ill-timed 
humor, sarcasm, flippancy, flattery, impertinence, high-brow language. 

As part of a letter-training program, therefore, young executives-to-be should 
be helped to find the clues to those factors, so that they may be scrupulously avoided. 

—Business Education World (as digested in Edison Voice Writing Educator 3/4/50) 


A Tip for Cutting Telegram Costs 


SPECIAL letterhead bearing the printed legend ‘“Airmailogram” and a red-and- 

blue-striped border (on the letterhead and envelope) help gain a prompt reply 
and cut telegram costs at the Nashville offices of the Consolidated Vultee Aircraft 
Corporation. This letterhead—which saves the firm approximately $5,000 a year—is 
used instead of telegrams, night letters, and long-distance calls for all rush messages 
except the most urgent. Messages are worded in terse telegram style, and are typed in 
capitals to further carry out the psychological effect of urgency and importance 


From Business Ideas Handbook, by Prentice-Hall Editorial Staff. New York: Prentice-Hall, 
Inc., 1949. 666 pages 
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@ IT WOULD REQUIRE 3,504 miles of packing boxes to contain the existing records 
of the United States Government, assuming each box to be one foot high, one foot wide, 
and two feet long. If all these boxes were placed lengthwise side by side, they would 
line one of our transcontinental highways all the way from New York to San Francisco, 
with 331 miles of boxes left over 

The Cleveland Trust Company 
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Are Men Over 40 Worth Hiring? 


» 30 more years of active life. At 
40 he’s at or approaching his prime—the 
years of peak performance and produc- 
tivity. 

Nevertheless, at 40, if something hap- 
pens to his company and retrenchments 
scem necessary, he may be picked for dis- 
missal. He may subsequently be ignored 
by other companies because he is ‘too 
old.” He may be headed for the junk 
heap. This is wasteful—a waste of the 
man in an economy which needs him: 

It shouldn’t be, you say. The man at 
40 is better than the man at 20. He 
knows more. He offers more. He de- 
serves more. He has a family to take 
care of. His best years are ahead of him, 
not behind. He represents loyalty, sta- 
bility, reliability—-more than his younger 
co-worker. So why the pink slip? Why 
fire the man over 40 or 45 rather than 
the younger man? Simple. It’s cheaper. 
It costs less to pay the younger man. It 
maintain him, for insurance 
and pension purposes. 

Not long ago the U. S. Government 
spot-checked six good-sized cities around 
the country. What, the survey asked, is 
happening to older men when layoffs 
occur (as they did occur last year)? The 
replies came back, and they weren’t good. 
Employers laid off the older men first. 

Job hunters in the plus-40 or plus-45 
groups doubled and trebled and trebled 
again. Older job seekers had to wait 
longer than younger men to connect with 
new jobs. Most of them took less pay 
and jobs inferior to what they had held 
before, and were glad to get them. White- 
collar workers had as tough a time as 
manual workers, sometimes tougher. 

In many such cases it’s not the man 


A T 40 the average man can look ahead 
tc 


costs less t 
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who is rejected. It's his age, even though 
study after study practically shrieks out 
loud that age is no deterrent to skill or 
performance. 

Take the U. S. Senate. About one out 
of five of the senators are men not just 
past 40, but past 65. No one doubts that 
they work hard and come up with results. 

Or take industry's top executives. A 
recent study of one blue book of indus- 
trial leaders revealed that among the 
presidents and vice presidents and chair- 
men of the board, 44 out of every 100 
would never see 60 again. Doing a bad 
job? Quite the contrary. 

Yet these same executives, pinned 
down, don't paint a pretty picture of their 
own company policies when it comes to 
hiring “‘oldsters’ aged 40 or 45. The 
United States Chamber of Commerce and 
the National Association of Manufac- 
turers took a look at hiring policies of 
their members a few months ago. The 
things they learned weren't altogether 
tasty. Out of 279 corporations answer- 
ing, 85 (or slightly less than one out of 
three) reported that their general policy 
was not to hire a man over 45. 

Firing a man past 40 sometimes can't 
be helped, no more than giving the sack 
to an employee under 40. It can be due 
to reorganization or company mergers, 
cutbacks in operations due to lagging 
orders or lack of raw materials, export 
restrictions, or similar “‘unpredictables.”’ 

Deliberate layoffs of older workers 
aren't talked about, except in whispers, 
but they happen. The man isn’t perform- 
ing as he once did. It’s costly to keep him 
on. He's reached the where his 
usefulness is diminishing. He has to be 


point 


eased out, says someone up in the person- 


Or if not 


nel office, ind eased out he is 
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cased out, eased down (in job classifica- 
tion). In a moment of pride and pique, 
he quits. 

He starts to make the rounds, employ- 
ment office to employment office. Immedi- 
ately he’s face to face with some harsh 
realities. He’s not always wanted—if he’s 
much past 40. The reasons are specific, 
hard-boiled, and generously sprinkled 
with the dollars-and-cents motive. 

He's “too expensive.” He won't be a 
long-term investment. It is assumed that 
youth has freshness and originality, while 
older men are in a rut. Or that older 
men won't go along with new methods 
and new ideas and will become “old 
maids” in the office. 

Toughest of all arguments is the pro- 
motion-from-within policy. Many com- 
panies hire only youngsters, train them, 
make them careerists. There’s no room 
for the older man looking for a job. He's 
“not wanted.” 

These “reasons” may be covered up 
with a thin veneer of polite ‘‘Sorry—not 
today.’ But they are the actual reasons- 
and some of them are shot full of falla- 
cies. They don’t stand up under expert 
analysis. The older man has something 
to offer, as well as to ask. Consider these 
assets: 

He has priceless experience. At least 
20 years of it, and often more. It’s ex- 
perience that a younger man can’t hope 
to offer. A top employment counselor in 
the country says he considers any man 
under 40 still “in training’ under present 
conditions. It’s only after 40 that he is 
really ready to contribute to the growth 
and stability of his company. 

He'll stick to the job. Some young men 
like to move around, work a year or two 
here, a year or two there. They may be 
poor investments on a long-term basis. 
One study of over 1,100 college trainees 
in 247 companies showed that 42 per 
cent of them shifted to other jobs before 


the end of the year. The cost worked out 
to about $1,154 per man. Men past 40, 
with families to support, are looking for 
an anchor, not a merry-go-round. 
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He stands on his record. He has re- 
sults to show a prospective employer, not 
just “promise.” Most men under 40 to- 
day lost four or five years during the 
war. Employers can't expect them to be 
as able executives as they would be under 
normal conditions. Older men were work- 
ing then, managing and producing and 
selling, and all this adds to their expert- 
ence record. They have something to 
show for those years which entitles them 
to supervisory jobs, at least until the 
younger men have time to catch up. 

He has judgment. In the next five 
years this may be all-important. It’s in 
this period that the economy will settl 
down for the long postwar haul. Older 
men who went through the 1929 bust 
and the subsequent adjustments know 
how to handle problems relating to spend- 
ing, selling, and producing. The younger 
man, barely in school at the time, has to 
start from scratch. It could be expensive. 
So if an older man has even five good 
years left in him, he’s probably worth 
hiring. 

He'll “fit in.” The records show older 
men have /ess absenteeism than younger 
men. They don’t resent understudies, but 
welcome them—because they want to pass 
on what they have learned. They are as 
good, or better, producers, and more in- 
clined to be conscientious about details. 

They have more interest in their jobs 
and their companies because they've set- 
tled down. They actually may have better 
ideas than younger men, simply because 
they usually know a bad idea when they 
see one. And most of them turn out to 
be welcome personal assets to the firm 
They're usually well liked and respected. 

Despite the unwarranted prejudices 
against the man over 40, the odds favor 
hiring him. He has something beyond 
his own energies and capacities to give an 
employer. He has a head start on attain- 
ing success in his job. And with 20 or 
30 good years ahead of him, he is ready 
to settle down for a solid after-40 career 
from which both he and his company will 
profit. 

Changing Times: The Kipling 
Magazine, January, 1950, p. 25:3 





Some Current Attitudes Toward Industry 


O CHECK the pulse of the public’s opinion of industry, Macfadden Publications, 
Inc., sponsored a poll of its Wage Earner Forum at the beginning and again at the 
end of 1949. Following are the principal findings of the survey: * 

Four out of five of the panel say they are now as well off or better off than they 
were five years previously. Fewer than one in five feel worse off—despite increased 
prices, lack of price controls, and so on. Nevertheless, more have become convinced that 
increased production does not benefit them as much as it benefits stockholders, Wall 
Street, the general public, and even government. 

Among the factors which may have helped raise the standard of living they list 
better management first, followed by better pay and shorter hours. The proportions 
listing each have dropped over the survey period, though these three are still in the 
same sequence. (In another questionnaire, Forum members were recently asked whether 
they felt that veterans are finding adequate housing and financial security. About one- 
third feel that the situation is bad and not improving. The major comment was that 
housing cost is too high.) Differences of attitude between union members and non- 
members are not significant. By geographic area, those in the South are better satisfied 
with their present situation than those in other parts of the country. 

The workers feel that those sections of the public which are best off are executives 
and farmers; that they themselves and stockholders are a poor third. Only one in six 
feels that white-collar workers are better off. Among union membership, a much higher 
proportion feels stockholders and executives are the better-off groups than those who 
are not union members. Here appears evidence of the effect of statements from union 
leaders and union publications. 

As the year ends, the panel members have much less faith and confidence in gov- 
ernment as their refuge than they did in the first months of 1949. The proportion of 
those who feel the government should guarantee jobs to all has dropped from 35.9 to 
22.9 per cent. Conversely, those opposed have increased from 47.2 to 59.9 per cent. 

While not asked to explain their reasons, a substantial number of panel members 
felt strongly enough to write in voluntary comment. A considerable number state that 
it would be “inipractical,’’ while many others said ‘‘some people would never work’; 
that “it would destroy individual initiative’; that they “don’t want Socialism’; etc. 
In February, 1949, the majority felt that if government were to control and operate 
business, the workers would be in a less favorable position to ask wage increases, to 
protest regulations and employment conditions, or to strike. It would seem apparent 
that they have been considering the effect of government control and have been reading 
about the effect on labor of government controls in England. 

Of the total panel of wage earners, one in 20 is now working directly or indi- 
rectly for the government. Only 38.3 per cent of those now working for the govern- 
ment would prefer government employment, while 48.9 per cent of them would prefer 
to have a small business of their own. These compare respectively with 10.3 per cent 
and 63.9 per cent of the total panel 


The Wage Earner Forum 1/23/50 


1 both polls identical que stions were asked. In each case, these were included with questions 

1 other subjects so that there was no realization or recollection that the questions were being 

repeated. The percentage differences, when of a significant amount, can thus be taken as show 
r definite changes in attitudes of this nationwide cross-section of wage earners 


@ EMPLOYMENT PROSPECTS for the 1950 crop of college graduates “are excel 


lent in some occupations,” but in others graduates will face stiff competition, Ewan 
Clague, commissioner of labor statistics, U. S. Department of Labor, told a recent 
convention of the Council of Guidance and Personnel Associations. Job opportunities 
will be good, he said, in fields important in health service—medicine, dentistry, nurs 
ing, etc.—but there will be stiff competition for jobs in the fields of law, engineering, 
chemistry, journalism, personnel work, and accounting 
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Employee Ownership Experiment Underlines Need of 
Sound Management* 


6O°P HESE days every manufacturer I 

know is getting only three days’ 
work for five days’ pay,” observed a man- 
ufacturer who had visited a plant at 
Gananoque, Ontario. “But man,” he ex- 
claimed, “you're getting six for five!” 
What he otherwise would have been in- 
credulous about he actually found in the 
plant of the Parmenter & Bulloch Manu- 
facturing Company, Ltd. It was this com- 
pany which was on the block in 1946. 
About 210 employees were threatened 
with loss of their jobs by removal of the 
company from the community. In the 
final analysis of their gloomy plight, they 
concluded that they alone could save the 
day. Pooling their savings and _ their 
credit, they bought the company, with the 
aid of the Bank of Montreal, at the re- 
duced price of $525,000. Today, the 
company is 100 per cent employee-owned. 
Every employee must own or be paying 
for some stock. Whenever any stock- 
holder leaves the employ of the company, 
he is required to resell his shares to the 
company at $100 par value. 

No approach to socialism is this em- 
ployee ownership. On the contrary, prac- 
tical belief in the necessity of management 
is unquestionably demonstrated. To ste- 
ward their investment, the employees 
select a staff of five management execu- 
tives. Three are elected for 10-year terms, 
and two are chosen yearly. They deter- 
mine the normal aspects of everyday 
operation. When any major problems 
arise, the employees are called together 
for discussion or explanation of the pro- 
posed action. The fluctuations of the labor 
market and the ebbs and tides of labor 
turnover have not beleaguered the man- 
agement. Numbering 210 in 1946, the 
personnel has decreased to 150. Thus 
far only three employees have been hired 


and none fired. Absenteeism 1s practi- 
cally no problem. As a result, produc- 
tion has increased 14 per cent and the 
trend of the profit curve has been slightly 
upward. Economy is not only applied to 
the operation of the plant. It is practiced 
also in the interest of the employees. 
This is exemplified by the purchase of 
coal in carloads and its resale to em- 
ployees at a 15 per cent saving. 

As owners, the employee-stockholders 
have fared well from the standpoint of 
income. They have given themselves a 
22 per cent raise in wages, in addition to 
stock dividends. They have also cut 
weekly hours from 44 to 20; increased 
the number of holidays to seven; liberal- 
ized vacations to as many as four weeks 
annually for some employees; and initia- 
ted a full sick pay, Christmas bonus, re- 
tirement pension plan, and company-paid 
hospitalization. Their future objective is 
to establish an annual wage guaranteed to 
everyone in the plant. 

It is paradoxical in industry for owners 
to maintain membership in a union, bar- 
gain collectively each year as employees, 
and work under the terms of a signed 
contract with a union. But this actually 
takes place at Parmenter & Bulloch. The 
employees belong to the USA-CIO, at- 
tend meetings, negotiate with the man- 
agement representing the employee-stock- 
holders, and process grievances. In 1946, 
they were even confronted with the prob- 
lem of deciding whether they should sup- 
port by a sympathetic strike the Dominion- 
wide USA-CIO economic crackdown 
which was then in the offing. Since the 
strike never came off, the firmness of the 
local union’s position was not actually 
tested. From that date, however, the con- 
tract between the company and USA-CIO 
outlaws sympathy strikes. In the small 


* From CIO Steelworker Trends (edited by Edward A. Egan), December 16, 1949, published by 


the Industrial Relations Services Bureau, 


120 South 


La Salle Street—Suite 838, Chicago 3, 


Ill. CIO Steelworker Trends is a recently launched management information service which 


reports on contract settlements, arbitration 


awards, 


court and administrative decisions, and 


other labor developments within the jurisdiction of CIO’s United Steelworkers of America. It 


is published fortnightly. 
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attendance of the membership at meet- 
ings can hardly be found a criterion of 
the belief in unionism on the part of the 
employees. The majority of the employees 
are really in favor of the union because 
it acts as an employees’ committee and 
at times serves as a buffer. Maintenance 
of membership in the local union of the 
USA-CIO is also looked upon by the 
employees as an expedient insurance. They 
have more than an inkling that if they 
should resign or be expelled they would 


Danger Spots in 


OLLECTIVE bargaining on pensions 

is full of pitfalls. Even if no pen- 
sion is mentioned, there may be one 
“hiding” in your contract, because of an 
oversight. 

Here are some of the danger points 
listed by Jules J. Justin, New York attor- 
ney and arbitrator, many of them from 
cases that have come to him in arbitration. 
He suggests: 

If the union pension demand is with- 
drawn, or swapped for some concession, 
write that into the contract. 

If it’s not in, and there’s nothing else 
in the agreement about pensions, the 
union may demand to bargain for them 
at any time, in effect reopening the con- 
tract and disregarding any concession that 
may have been granted in exchange for 
dropping the pension. 

If you haven't settled on all the details 
of your program, try to delay any signing 
until you can put it all down in black 
and white. 

If you don’t have all the provisions 
settled before signing, says Justin, an 
arbitrator is going to write the pension 
plan for you. He exaggerates the danger, 
perhaps, but some companies have aiready 
come a cropper, signing too-vague agree- 
ments to install an undefined plan after 
further study. 

Make the pension program a separate 
document, with its own definitions of 


ferms. 
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be forever after blackballed by the union. 

Management-union relations in the 
plant have been amicable. Indicative of 
such relations is the fact that the USA- 
CIO local union has made the company’s 
top boss, Mr. Thomas Delaney, honorary 
member. As for the USA-CIO, it is 
happy with the way things are running. 
Don Montgomery, who is the USA-CIO 
lieutenant in the Kingston, Ont., subdis- 
trict office, is of the opinion that the 
union will go far out of its way to cooper- 
ate with this kind of management. 


Pension Clauses 


This will tend to avoid confusion about 
terms that may mean one thing in the 
pension plan and something else in the 
other clauses of the contract. Psychologi- 
cally it is good, also, to keep the pension 

a long-term arrangement—separate 
from the usual contract clauses which are 
normally subject to change every year or 
two. Especially in the minds of employ- 
ees will it separate the two. 

Whether pension is separate document 
or not, check its relation to other clause: 
to see that they do not have conflicting 
meanings. 

Misunderstandings, perhaps costly, will 
be avoided if every term in the pension 
proposal is considered in the light of 
whether it also occurs in the rest of the 
contract, and, if so, whether it is to mean 
the same thing in deciding on pension 
contributions, eligibility, benefits, and the 
like. For instance: 

Wages: Under the pension are they 
straight time, do they include piece or in- 
centive rates, downtime, grievance time 
paid to union stewards? Better be specific. 

Grievances: Are all or any parts of the 
pension program to be subject to the 
regular grievance procedure? If not, say 
so; if some parts will be subject, define 
them. 

Retirement: Under the plan, is it com- 
pulsory at a given age, or subject to com- 
pany’s or employee's discretion? Does 
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the retirement provision conflict with a 
layoff clause? 

Continuous employment: Is it the same 
for pension as for seniority? Do vaca- 
tions, leaves of absence, time out on strike, 
debated cases of voluntary quitting inter- 
fere with continuous employment—or 
does the meaning of these words differ 


Shutdowns: Do company shutdowns, 
not attributable to the employees, affect 
the pension? How about the man who 
works elsewhere during such a shutdown ? 

Administration: Vf the union partici- 


pates in any way in administering the pro- 
gram, is there proper provision for settling 
disputes without laying the whole plan 
open to a third party’s whims? 


from that in other portions of the agree- 
ment ? 


-Modern Industry, Maich 15, 
p. 62:1. 
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Jobs After Forty 


UNIONS are afraid they may be pensioning older employees out of work. So they 
are planning a legislative campaign to make sure that extra security and benefits 
in new pension contracts won't cost older workers their jobs. 

Already moves have been made in two states that often lead the way in labor law: 
New York and Massachusetts. 

In New York, the State Joint Legislative Committee on Problems of the Aging 
heard a sharp warning recently: Unless employers curb “arbitrary discrimination” 
against older jobseekers, the legislature will be asked to bar age limits in hiring—just 
as it already has barred bias on grounds of race, color, or creed. 

In Massachusetts, the State Federation of Labor has launched a two-pronged attack 
on the same problem. It tossed into legislative hoppers two proposed bills. One would 
declare: “It is against public policy to dismiss from employment any person between 
the ages of 45 and 65, or to refuse to hire him because of his age.” It would provide 
stiff violation penalties—including possible loss of public contracts. The other would 
amend the Massachusetts Fair Employment Act of 1946 to make it unlawful to dis- 
criminate against older jobseekers (those between 45 and 65). It would mean that an 
employer could not even ask the age of a job applicant—just as employers now can’t 
ask the race or creed of jobseekers. 

As unions in New York and Massachusetts see it, the need for quick action stems 
from three sources: 

(1) Some employers may seek to discharge older workers to avoid the cost of 
pensioning them off—or may be reluctant to hire them because of the possible higher 
cost of providing adequate pensions over a comparatively short period. 

(2) Where older workers are employed, industrial health programs, sickness bene- 
fits, sick-leaves, and the like, are going to cost employers more. Some insurance com- 
panies already are quietly advising against employment of older workers. 

(3) Employers have long had a deeply set opposition to hiring older applicants 
when younger ones are available in the labor market. They frequently argue that the 
older men are less productive, less teachable, less regular on the job, and more likely 
to be hurt. Unions claim that government figures disprove this—but that these beliefs 
are “so habitual and traditional” that job safeguards for oldsters would be needed even 
if the pension and insurance problems hadn’t come up. 

The New York legislative conference gave this view some ammunition. It heard 
a subcommittee report that “persistent, senseless barring of older persons from jobs’’ 
existed in New York even before labor's 1949 pension drive. The report held that 
“it is shortsighted of industry indiscriminately to bar older persons from work, only to 
support them through taxes.” : 

The conference stopped short of proposing another ‘‘crackdown on industrial per- 
sonnel practices by law.” It made clear that it wants a law only as a last resort 

Business Week 12/17/49 
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What the Factory Worker Thinks 


HE job management must do in selling workers on sound labor legislation is 

tougher than it was a year ago, according to a recent Factory survey ot workers in 
all parts of the country. The survey findings, however, hold some notes of cheer. 
They show, for example, that the worker thinks management is doing a good job when 
it comes to internal industrial relations policies. Moreover, he thinks management is 
on top of its problems in regard to safety, placement, layoffs, and discrimination. 

That's a good score. And management can capitalize on it by telling employees 
the things they want and need to know about pay, profits, prices, and speedup. 

Here are some of the salient findings of the study: 

In reply to the question ‘Do you believe you personally get a better or worse 
break under the Taft-Hartley Law than under the old labor law, or doesn’t it make 
any difference?”, 29 per cent of the respondents thought they get a worse break; 12 
per cent, a better break; 41 per cent thought it makes no difference; 18 per cent didn’t 
know. The same answers broken down percentagewise in the same order for a similar 
1948 survey showed up as follows: 14; 21; 49; 16. 

Workers were then asked, “Do you think the Taft-Hartley Law should be left 
unchanged, changed in spots, or repealed entirely?’ Replies were: for repeal, 29 per 
cent; change in spots, 28; leave unchanged, 12; didn’t know, 31. The same replies 
percentagewise in 1948 were: 25; 25; 8; 42. 

Twenty per cent of the workers surveyed had heard a good deal about the Presi- 
dent’s National Health Insurance Plan; 45 per cent had heard little; 33 per cent, 
nothing. The Plan was explained to respondents, and they were then asked whether 
they approve or disapprove of such a plan. The results: 58 per cent approve; 33 per 
cent disapprove; 9 per cent don’t know. 

The workers who approved the Plan were asked what per cent of their wages 
they would be willing to pay for the medical services they'd receive under the Plan. 
Fifty-five per cent of respondents said 1 per cent; 23 per cent said 2 per cent; 9 per 
cent, 3; 2 per cent, 4; 7 per cent, 3; 3 per cent, 6 or more. 

Fifteen per cent of the respondents think that most companies discriminate against 
workers and jobseekers because of race or religion; 69 per cent believe that only a few 
firms do so. Seventeen per cent thought their employers did so. By contrast, 71 per 
cent believe their own companies are free of bias. It is significant that only 13 per 
cent of the respondents were well acquainted with the proposed Federal Fair Employ- 
ment Practices Act, while 37 per cent knew little and 46 per cent knew nothing about it. 

—Factory Management and Maintenance 11/49 


83 Per Cent of Union Contracts Include Arbitration Provisions 


RECENT study of almost 1,500 current collective bargaining agreements by the 
U. S. Department of Labor's Bureau of Labor Statistics has revealed that 83 
per cent contained clauses providing for some type of arbitration procedure. 

The report, Arbitration Provisions in Union Agreements in 1949, provides 
data on the prevalence of arbitration provisions found in collective bargaining agree- 
ments, by major industry group.* In more than four-fifths of the agreements studied, 
any grievances arising out of the application or interpretation of the terms of the 
agreements are specifically included within the scope of arbitration. About one 
arbitration clause out of every 10 permits the arbitrator to decide issues not covered 
by the agreement, as well as those covered. 

Few agreements (only 2 per cent) permit arbitration of the terms of a new or 
revised agreement; such arbitration was specifically prohibited by about 4 per cent. 

About 14 per cent of the agreements excluded from the arbitrator's jurisdiction 
grievances concerning increases or decreases in the general wage level. 


* Copies of this report may be obtained free from: The Regional Office of the Bureau of Labor 
Statistics, 341 Ninth Avenue, New York 1, N. Y 
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Are You Using Your Bulletin Boards to Advantage? 


§ Bene. is a new trend today in use of 
that often neglected avenue of two- 
way employer-employee communication- 
the bulletin board. Many companies are 
overhauling old bulletin boards or build- 
ing new ones, placing them in well-lighted 
and strategic positions, thus earning the 
dividends which result from improved 
employee communication and cooperation. 

In plants where good bulletin board 
programs are maintained, it has been esti- 
mated that 85 per cent of the employees 
look over the bulletin board each day. 

One company’s maintenance carpenter 
made a series of boards for the various 
departments and the cafeteria for less 
than $20 each, including cork board 
backing and a glass cover with a lock. 
This company estimates 70 per cent of 
their employees read the board daily. 
With 125 employees per department, that 
means nearly 23,000 exposures per de- 
partment per year. The total cost of 
maintenance, pictures, notices, etc., in 
this company 1s about $10 a month per 
board. 

Companies with successful board pro- 
grams have discovered that success or fail- 
ure depends largely upon one decision: 
Who is to handle the job? The person 
selected should have initiative, energy, 
and be given time to handle the assign- 
ment. 

Merchants and Manufacturers Associa- 
tion recently surveyed 172 representative 
Los Angeles firms to determine current 
bulletin board practices. Over 90 per 
cent of the non-manufacturing and 99.7 
per cent of the manufacturing firms con- 
tributing to this survey indicated the use 
of this means of employee communica- 
tion. 

Of the 172 participating firms, 104 
indicated that, when desirable, identical 
posters or bulletins were provided on all 
bulletin boards throughout the organiza- 
tion. Twenty of these companies specifi- 
cally mentioned that the principal excep- 
tion to this was where an item might be 
applicable only to certain departments. 
Twenty-eight firms reported the use of 
only one bulletin board, and thus were 
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not asked this question. The remainder 
of the participants pointed out that iden- 
tical posters were not provided. 

Another question deals with the re- 
sponsibility of approving the various 
items to be posted on bulletin boards. In 
the case of labor union notices, about 35 
per cent of the firms having union agree- 
ments indicate that the personnel manager 
or industrial relations director must give 
his approval before an item can be posted. 
In about 7 per cent of the cases, the 
union steward is given this authority, sub- 
ject to the limitations set forth by man- 
agement. Responsibility for approving 
union notices is placed in the hands of 
various members of management in the 
remainder of cases. 

Table I shows the titles of the people 
responsible for approving company no- 
tices to be placed on bulletin boards and 
the frequency with which they are men- 
tioned, It will be noted that in about 40 
per cent of the cases more than one per- 
son within the company is given this 
authority. 


TABLE 1 


Person(s) RESPONSIBLE FOR APPROVING 

Company Notices PosTED ON 
Butietin Boarps 

Number 

of Firms 


Per Cent 
Title of Party of Firms 


Personnel Manager (Director).... 11.6% 
Industrial Relations Director 8.7 
Manager 1 
Superintendent 
Se ee 
Executive Vice President 
Secretary (Secretary-Treasurer) 
Divisional Director. . 
* Miscellaneous = 
More than one party 
Management Bi kas 
Various Company Officers. . 
Personnel Department..... 
Personnel Manager and One 
Other Official. . sid 
Department Heads i 
Vice-President and General 
Manager AS ae 
General and Local 
Superintendent 
*Miscellaneous 


nA w eu 


NN Nw ues 


S 


Total 172 100.0 


*Assorted practices with frequencies of one each. 


The question of who actually prepares 
company notices for posting on bulletin 
boards is answered, at least in part, by 
Table IT, which gives the titles of these 
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people. In about two-thirds of the sur- 
veyed firms, more than one person has 
this responsibility. 


TABLE Il 


PERSON(S) RESPONSIBLE FOR PREPARING 
CoMPaANY NOTICES POSTED ON 
BULLETIN Boarps 


Number Per Cent 
Title of Party f Firms of Firms 
Personnel Manager (Director).... 8.1% 
Manager 
Secretary (Secretary-Treasurer)... 5.2 
Superintendent a evens 
Industrial Relations Director. . 
Vice-President 
Controller 
* Miscellaneous Stare atahens 
More Than One Party 
Various Officials........ 
Personnel Manager and 
One or More Officials. . 
Personnel Department.... . 
Management wiesee 
Department Heads. 
Manager and One or 
More Officials. 
Industrial Relations 
Department 
Department Initiating 
Bulletin 
Home Office ; 2 
“Miscellaneous . Seay 
No Statement ; : wanvee 


3.5 


Total 172 100.0 


| practices with frequencies of one each. 


Among the firms having labor union 


agreements, 85.8 per cent allow their 
unions to post certain types of material, 
such as notices of union meetings, an- 
nouncements of elections, etc. Well over 
half of these companies indicated that the 
type of material posted was restricted to 
“non-propaganda matters.’’ Less than 5 
per cent indicated that unions were 
allowed unrestricted use of the bulletin 
boards. 

Less than one-fourth of the firms sur- 
veyed allowed outside organizations to 
post bulletins on their boards. Of the 38 
firms which did allow such practices, 13 
limited the posting to items dealing with 
“community projects,’ and two allowed 
items on “recreational facilities.” 

In summary, the following points 
might be considered in developing a 
bulletin board program: (1) The Bulletin 
board is the point of daily employee con- 
tact. (2) It is inexpensive. (3) It facili- 
tates communication timing. (4) The 
employee contact is on a repeat basis. (5) 
Some one person is given responsibility 
for conducting the bulletin board pro- 
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gram. (6) Care should be exercised in 
selecting location. (7) Bulletin boards 
should be colorful and attractive. (8) 
They should be under glass and lock to 
circumvent the ready pencil that might 
deface pictures and announcements. (9) 
Sameness of material should be avoided. 
(10) Frequent changes are advisable. 

The following materials are valuable 
for use on bulletin boards: (1) operation 
stories; (2) product stories; (3) cus- 
tomer stories; (4) new products, goods, 
or services; (5) samples of company ad- 
vertising; (6) departmental news: anni- 
versaries; length of service awards; birth- 
days; vacation news, pictures; picnics; 
parties; special events; (7) unusual news 
with photos; (8) cartoons, emphasizing 
such factors as safety; (9) legally re- 
quired material; (10) safety suggestions; 
(11) suggestion system posters and 
awards; (12) management editorials; 
(13) material for scotching rumors; (14) 
company policies; (15) retirement and 
similar notices. 

Bulletin boards can also be used for 
two-way communication. An ideal system 
is to have a suggestion box on one side 
of the board and a rumor box on the 
other, urging employees to drop their 
suggestions in the one and ask questions 
about grapevine rumors they may have 
heard in the other. The bulletin board 
can be the medium of answering ques- 
tions immediately and perhaps stopping 
vicious rumors from developing. 

A note of caution: Too much material 
or over-long copy on the board may cause 
time-consuming reading, interfering with 
employee productivity. This might bring 
condemnation of the board, which could 
be avoided if the editor drives for sharper 
display, telegraphic style of writing, and 
proper dispersal of duplicate boards 
throughout the premises. 

Employee crowds around the board in- 
dicate they are good—that they pull. The 
trick is to keep the boards attractive and 
instructive, the message brief. 

-From Better Bulletin Boards, Survey 
Analysis No. 30, Merchants and Manu- 
facturers Association, 725 South Spring 
Street, Los Angeles 14, Calif. 
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Emotional Bias in Merit Rating 


"THE validity of merit ratings is likely to be jeopardized when raters react emotionally 

to some element in the rating situation. Whoever plans or directs a merit rating pro- 
gram should give consideration to possible sources of emotional bias, such as the 
following 

1. Feelings of the rater concerning his inadequacy to make the appraisals, arising 
from: (a) insufficient knowledge about the rating procedures; (b) insufficient knowl- 
edge about some or all of the ratees; (c) inability to rate an employee on some of the 
rating factors; (d) the burdensome nature of detailed ratings if a large number of em- 
ployees must be evaluated; (e) lack of time in which to make the necessary appraisals. 

2. Feelings of doubt concerning the fairness and accuracy of the rating method, 
arising from: (a) a conviction that the true picture will be distorted by some statisti- 
cal procedure, such as forcing ratings to fit a normal curve of distribution; (b) omission 
from the rating form of attributes the rater considers important, or inclusion of attri- 
butes he considers unimportant; (c) disagreement with the authors of a scale as to the 
weighting which items should receive; (d) lack of knowledge as to the consequences 
of his actions as a rater, as when choosing a certain phrase as “most typical” or ‘least 
typical” of a ratee’s behavior 

3. Feelings of suspicion about what may happen to him as a result of the ratings, 
arising from: (a) suspicion or knowledge that his superior will see his ratings and 
will not agree with some of them; (b) expectation of unpleasant interviews with certain 
disappointed employees; (c) the possibility that management may use his ratings as a 
criterion of his effectiveness as a supervisor; (d) uneasiness regarding possible personal 
competition from certain employees who may be promoted to supervisory jobs in his 
organization if their ratings are high. 

4. Feelings of concern for what may happen to his people as a result of the 
ratings, arising from: (a) anticipated difficulty of “selling” to another organization 
any employee who has very low merit ratings; (b) the probability that his own organi- 
zation will be ‘‘raided’’ for highly rated employees; (c) the necessity of giving high 
ratings to all employees whom he particularly wants to receive increases, if merit 
rating is closely tied to wage adjustments; (d) fear that certain employees for whom 
he feels special sympathy may lose their jobs or status if their ratings are low; (e) 
knowledge that his superiors are endeavoring to “build up a case” to support some 
sort of recommendation or action regarding one or more employees. 

The remedy for difficulties with the rating plan, such as these, is to take more 
care—with truly expert help—in the design of the plan. Then, hold a series of con- 
ferences for all executives and supervisors who are. to use the plan in order to acquaint 
them with the plan, and if possible take advantage of their ideas and suggestions for its 
design. Then, give them guided practice in using it. They should also have some in 
structions in the characteristics of all rating methods, and be shown why the one select 
is well adapted to their own situation. 


Tames W. Evans in Personnel Journal 1/50 





@ AWARDS FOR COURTESY are being given employees at the Chicago, Rock Island 
& Pacific Railway Company. One $100 bond a month is presented to the employee who 
performs the outstanding act of courtesy or service in the opinion of a special board of 
judges. Certificates of merit are given runners-up. All employees, except those in the 
supervisory class, are eligible. Nominations are made by fellow employees, their officers 
or the traveling and shipping public. In addition to the monthly awards, a grand award 
consisting of a $500 bond will be given to the outstanding monthly winners during 
each 12-month period 

American Business 7/49 
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Employment Service Provides Technical Aids to Management 


5 pm United States Employment Service, 
through local offices operated by the 
affiliated State Employment Services, pro- 
vides technical employment management 
services to employers and_ workers 
throughout the nation on an impartial 
basis. These services are geared to = 
needs of job seekers, employers, and com- 
munities, as follows: (1) job placement, 
(2) special services to veterans, (3) em- 
ployment counseling and selective place- 
ment, (4) labor market information, 
(5) industrial services, and (6) coopera- 
tion with community groups. 

During the past 15 years, the U.S.E.S. 
has been actively engaged in develop- 
ing scientific methods and _ techniques 
to improve the recruitment, selection, and 
placement of workers. Through the use 
of modern and professional interviewing 
methods and employment counseling tech- 
niques, including aptitude and perform- 
ance tests, both experienced job seekers 
and new entrants to the labor market are 
classified for job placement according to 
their highest employable skills and po- 
tentialities, thereby providing a valuable 
source from which employers may obtain 
the best-qualified workers available. If 
certain types of workers cannot be located 
in a given community, local employment 
offices can arrange to obtain them through 
their national clearance system. 

The Employment Service has been suc- 
cessful in assisting management of firms 
of all types and sizes throughout the coun 
try in the alleviation of employment prob- 
lems by: (a) furnishing complete labor 
market information covering the supply 
of various types of workers needed, com- 
munity facilities, and other pertinent data, 
needed by employers in planning new 
plant locations or plant expansion pro- 
grams; (b) recruiting all types of workers 
needed to staff new plants and establish 
ments and for normal replacement re- 
quirements; (c) developing cooperative 
testing programs for the proper selection 
of workers for specific occupations; and 
(d) assisting local plants and establish- 
ments in finding suitable employment for 
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workers displaced by workforce reduc- 
tions. 

Over a period of years, U.S.E.S., in col- 
laboration with several of the larger uni- 
versities and with nationally recognized 
industrial psychologists, has pioneered the 
development and administration of a com- 
prehensive testing program. A large num- 
ber of test batteries for specific occupa- 
tions have been developed by the 
Employment Service, and additional tests 
are continuously being developed in co- 
operation with many industrial concerns 
throughout the country. Many local offices 
of the Employment Service have facilities 
for testing applicants for referral to em- 
ployers, thus assuring a better selection 
of workers. Under certain circumstances, 
test batteries for specific occupations are 
released to employers for their use. 

A recently issued pamphlet, entitled 
Publications—USES, lists and describes 
briefly many technical aids useful in the 
field of employment management. These 
are the result of more than 15 years of 


personnel research conducted by the Em- 
ployment Service in discharging its re- 


sponsibilities to its affiliated State 
Employment Services and cover four gen- 
eral fields: (1) occupational analysis, 
(2) tests and measurements, (3) labor 
market information, and (4) employment 
counseling. Among the published aids 
listed in this pamphlet of particular use 
to industry are the following: 


Dictionary of Occupational Titles: Volume 
I, ‘Definitions of Titles,” identifies approxi- 
mately 22,000 jobs and lists approximately 
40,000 occupational titles in 250 industries 
Volume II, “Occupational Classification and 
Industry Index,” brings together jobs related 
on the basis of similar skills, knowledge and 
abilities. Part IV, “Entry Occupational 
Classification,” outlines techniques and a 
structure for classification of job applicants 
on a basis other than prior work experience 
or fully qualifying training with considera- 
tion given to applicant's interests, aptitudes 
leisure time activities, casual work exper 
ence, and vocational training 


Job Descriptions 


upations in 


Job descriptions for oc- 
major industries are valuable 


aids to management and provide basic data 
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for the selection, training and up-grading of 
workers, determination of physical require- 
ments and subdividing of jobs, and other 
personnel programs. 

Fests and Measurements: Specific test bat- 
teries are listed, covering 169 different occu- 
pations. 

Labor Market Information: Published re- 
leases on this subject contain such data as, 
changes and employment trends in major 
industries, labor conditions in selected areas, 
past and anticipated employment and unem- 
ployment trends, principal expanding or de- 
clining industries, job opportunities avail- 
able currently or expected to develop. Such 
information serves as a valuable aid to em- 
ployers in planning for new plant locations 
or plant expansion programs. 

Physical Demands Analysis and Physical 
Capacities Appraisal and Selective Place- 
ment: These publications describe tech- 
niques which are of assistance to job anal- 
ysts in studying and recording the physical 
lemands of jobs, and to employment inter 
viewers and counselors in advising and 
placing the physically handicapped. 


This pamphlet may be obtained with- 
out cost from the United States Employ- 
ment Service, Washington 25, D. C., or 


from local employment offices. Copies 
of the publications listed in this pamphlet 
may be examined at local offices of the 
various State Employment Services. 

Though comprehensive in scope, the 
program of the United States Employment 
Service does not attempt to enter into 
those fields of industrial engineering 
usually handled by private consulting 
firms, e.g., the analysis of plant layout, 
job simplification, time and motion 
studies, and job evaluation. Rather, it ts 
directed toward: (a) assisting companies 
and other organizations in the application 
and use of Employment Service materials, 
techniques, and procedures, and other 
technical aids for the purpose of resolving 
their employment management problems; 
(b) advancing the stability of employment 
through proper selection and assignment, 
transfer and promotion of workers; and 
(c) the maintenance of a high degree of 
worker morale—all of which contribute 
to maximum production. 
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Maintenance Organization and Management—Principles 


By C. C. WINSTON 
Senior Staff Engineer 
Wallace Clark & Company 


T IS surprising how far afield the work 

of maintenance forces in many plants 
tends to stray from the basic principles 
around which plant maintenance should 
be operated. A number of firms center 
the emphasis on repairing equipment 
after it fails rather than concentrating 
effort on anticipating and _ preventing 
these interruptions. Such maintenance 
organizations are apparently ‘playing by 
ear.’ It is obvious that few of them have 
taken the time to set down the basic prin- 


From an address presented at the 
I 


Ohio 
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Plant Maintenance Show held 


ciples objectively and then to organize 
their efforts along those lines Presented 
below, to help such companies improve 
their maintenance practices, are some of 
the fundamental principles that must be 
considered. 

l. Know what requires enance. 

Every plant has some type of asset 
property record which is used for account- 
ing purposes, but few seem to have well- 
designed equipment record cards contain- 
ing current information for maintenance 


maint 


in the Public Auditorium, Cleveland, 
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purposes. The Equipment Record Card is 
used to record any pertinent data, which 
we term nameplate data—name of equip- 
ment, serial number, manufacturer, pur- 
chase order number, etc. To this should 
be added an assigned equipment number, 
and the equipment should be tagged with 
this number so as to prevent any mistakes 
in identification. 

Space should also be provided for list- 
ing the essential replacement parts which 
are to be stocked for repairs when re- 
quired. As this card is the basic docu- 
ment for building the preventive main- 
tenance program, information for both 
inspections and lubrications should be 
recorded on the card. Dimension changes 
which are made when equipment is re- 
paired or altered should be recorded. On 
the reverse side of the card, the history 
of the equipment, the nature of repairs, 
the date they were performed, and the 
cost, should be entered. 

2. Know the condition of the equip- 
ment requiving maintenance. 

Many maintenance people feel that it 
is not necessary to perform periodic, 
scheduled inspections. They state that 
their mechanics are continually policing 
the plant and will notice any unusual 
conditions in their regular tours. This 
general inspection is not sufficient, how- 
ever, as attention is concentrated on the 
larger, more obvious pieces of equipment. 
Equally important subsidiary pieces which 
are located in places difficult to reach are 
overlooked. Scheduled inspections are the 
most important single aspect of preven- 
tive maintenance. 

After establishing the inspection inter- 
vals and determining who is to perform 
the inspections, this information must be 
relayed to the worker. We have found 
that the best method is to hand the inspec- 
tor a check sheet, listing the equipment 
to be inspected and showing its location. 
He then performs the inspection and 
merely enters a check if the condition of 
the equipment is satisfactory. If the in- 
spection reveals some condition out of the 
ordinary, he describes it and relays this 
information back to his supervisor. 

3. Schedule lubrications. 

Lubrications, like inspections, are 
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scheduled on route check sheets. As the 
oiler performs his rounds, each machine 
or piece of equipment is checked off. The 
oiler also has an opportunity to notice 
any unusual conditions and should record 
these on his check sheet, which is turned 
in daily. The infrequent lubricant changes 
are called up through an independent 
tickler file and added to the daily route 
sheet so that these important preventive 
measures are not overlooked. 

4. Have a Job Order System for re- 
questing and authorizing work. 

Some form of Job Order is needed to 
request estimate, authorize and accumulate 
costs of work of the maintenance forces. 
This form should provide space for the 
name of the equipment, equipment num- 
ber, date issued, detailed description of 
the work, and when the work is required. 

Job Orders for repair work may be 
initiated by the operating supervisors, but 
the major portion of these should origi- 
nate in the maintenance department. 
Approval by the maintenance and oper- 
ating superintendents should be sufficient 
in this case. 

5. Plan the we 
each day. 

There is a common feeling among 
maintenance personnel that the work of 
the mechanics cannot be planned, even a 
day in advance. They argue that it is 
impossible to tell when breakdowns will 
occur: that these breakdowns continu- 
ously interfere with any planned work, 
and that‘ it is therefore wasted effort to 
attempt to plan the work. However, we 
have demonstrated time and again that a 
detailed plan can be made at least one 
day in advance and that on the average, 
this plan can be adhered to better than 
80 per cent of the time. As the reports 
from the scheduled inspections become 
available, emergency breakdowns are mini- 
mized and the percentage of adherence to 
plan becomes greater. If the job esti- 
mates are properly prepared and the dates 
wanted are realistic, the next day’s work 
for the mechanical crews can be planned 
from these estimates. 

We have found that a Project Plan- 
ning Chart is the best way to relate this 
work to time and to assure that each of 


rk of each mechanic— 
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the crafts is fully loaded for the follow- 
ing day. Progress is posted to the chart 
at least twice daily by the maintenance 
supervisors. The plan is readjusted, if 
necessary, when unforeseen difficulties 
arise or the work is incorrectly estimated. 
The charted plan is very helpful to the 
operating people as it shows them current 
job status and forces them to select what 
job must be postponed if they wish to 
insert a “rush” job. 

Each day the plan for the next day, 
having been determined on the charts, is 
copied off on a Daily Order of Work 
Sheet, which instructs the foremen what 
jobs are to be done by his crews on the 
following day: This type of planning 
leaves the foreman free to concentrate on 
how the work is to be done, and to super- 
vise his men, rather than to worry about 
what jobs should be done. 

6. Size your forces to the job at hand. 

All work to be performed by the main- 
tenance forces can be estimated before the 
work is authorized. Job Orders should 
be initiated by the maintenance depart- 
ment to repair any conditions brought to 
light through inspections. Then the main- 
tenance planners can, at any time, take 
off figures to show the total workload 
required to place the plant in first-class 
operating condition. This information, 
when presented in the form of a Load 
Chart, provides a management tool for 
sizing the forces realistically. 

This chart shows graphically the num- 
ber of man-hours required in future weeks 
to perform the routine work of inspec- 
tions and minor adjustments, overhaul 
and repair work, and construction or 
alteration jobs. 


Any maintenance force requires some 
backlog or mix of work so that they can 
perform economically. What this normal 


backlog should be must be determined 
through experience. In most plants a 
three to six weeks’ backlog is considered 
normal. If this load increases, steps must 
be taken through overtime, force addi- 
tions, or subcontracting, to reduce the 
load back to norm. If the load decreases 
below normal, consideration should be 
given to adjusting the forces downward 
7. Know your costs by Job Order. 
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The actual labor and material charges 
against any Job Order must be collected 
accurately and promptly. These costs 
should be relayed to the foremen either 
while the job is still in progress or shortly 
after its completion. Only with current 
cost information can over-runs be pre- 
vented. Discussion of costs while the job 
is still fresh in the supervisors’ minds will 
help to reduce costs on the next job of a 
similar nature. 

8. Know your costs by item of equip- 
ment. 

The history of the work done to equip- 
ment and the record of the associated 
labor and materials costs, noted on the 
Equipment Record Card (See No. 1), if 
used correctly, provide a wealth of data 
for cost reduction. Continuous, engineer- 
ing review of this equipment repair cost 
data will identify high-cost maintenance 
equipment. Once identified, steps can be 
taken to reduce these costs. 

Normally, some improvement can be 
made in the equipment. Plain bearings 
can be replaced by anti-friction bearings; 
pump shafts can be metal sprayed to 
reduce wear in packing glands; any num- 
ber of changes can be made to reduce 
these recurring costs if they are recog- 
nized and studied. Also, if a job is recur- 
ring at frequent intervals, and nothing 
can be done design-wise to improve the 
condition, the repair work itself can be 
studied for methods improvement in the 
way of better force organization, tool 
kits, et 

In the event that costs cannot be re- 
duced through improvement in job meth- 
ods or through redesign, the cost record 
provides background information for de- 
termining the advisability of replacing 
these high cost items of equipment. 

This same cost information serves as an 
ideal basis for preparing the maintenance 
budget. An annual review of these cards 
provides data on what major repairs will 
be required during the next year. When 
the cost of these major repairs are totaled, 
the budget can be finalized by adding the 
labor and materials required for routine 
and periodic inspections and lubrications. 

9. Size your maintenance stores on 
estimated usage. 





The maintenance department is respon- 
sible for furnishing the storeskeeper with 
a list of items which will be required for 
maintenance work. Information from the 
Equipment Record Cards will show what 
spare parts are necessary for each item of 
equipment. Data on usage can be deter- 
mined from past history or by estimate. 
After the replacement times are obtained 
from Purchasing, order points and order 
quantities can be established. These will 
provide controls to insure that investment 
.In stores is held at economic levels. 

A recent study of company maintenance 


costs showed that they averaged 5 per 
cent of the net sales dollar, and in some 
industries ran as high as 10 per cent. If 
the maintenance function is properly or- 
ganized and the principles described here 
faithfully followed, it has been proved 
that maintenance direct labor costs can 
be reduced by as much as 30 per cent. 
Assuming equal labor and material costs, 
this would mean a reduction in over-all 
operating costs of 11 per cent of the 
sales dollar—a cost reduction goal which 
would look good on any company’s profit 
and loss statement. 


Eye Safety Program Raises Efficiency 


"THE importance of a program for the prevention of eye injuries was stressed by 

A. G. Bungenstock, director of safety at the Kearny, N. J., plant of Western 
Electric Company, in a recent issue of Sight-Saving Review, in which he reported on 
a survey on eye injuries made in one of the Western Electric plants.* 

Over a period of 22 years, the survey showed, eye injuries occurred to employees 
in 96 different occupations, ranging from bench hands, who suffered the greatest 
number, through screw machine operators, platers and dippers, welders and wiremen, 
as well as some clerical workers. Even the supervisors were not spared, for the 
survey reveals that they sustained 4 per cent of the eye injuries. 

“The outstanding single cause of these injuries was failure to wear safety 
glasses, though they were provided,” states Mr. Bungenstock. 

Western Electric's accident figures for a two-year period provide valuable evi 
dence of the effectiveness of a planned safety program in reducing eye injuries. In 
that period, at the Kearny plant, about 3,700 pairs of prescription glasses and about 
18,000 pairs of planos were issued. During the same period the lenses in 24 pairs 
of safety glasses were shattered. Mr Bungenstock believes that every one of these 
lenses undoubtedly saved an eye. 

‘As a matter of fact,” he states, “there must have been many more cases in 
which the impact of the flying body might have been enough to blind an unpro- 
tected eye but was not enough to crack the safety lens, and these would not be 
brought to me. At least 24 eyes were saved in two years. The normal compensa- 
tion rate and all the attendant expense for the loss of an eye runs to about $3,000 
At that rate, 24 eyes would have cost us $72,000. We spent $58,000. Purely from 
a profit-and-loss standpoint we saved $14,000. But a more onsideration 
is that these 24 employees still have unimpaired vision. Their earning power has 
been preserved for the rest of their lives; they have been saved the intense mental 
and physical suffering attendant on the loss of an eye. It is no exaggeration to say 
that a good eye protection program will pay dividends beyond measure.” 


important 


* Summer, 1949. Published by the National Society for the Prevention of Blindness. 





@ CONVINCED that its workers will do a better job if they have a real interest in 
the end-product they're helping to produce, Lockheed Aircraft Corporation, Burbank, 
Calif., is treating its 15,000 employees—at the rate of 250 a day—to 150-mile flights 
in Constellation planes. 

Business Week 12/10/49 
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Cutting Costs on the Production Line 


"TESTS of production flow methods to be incorporated in its new $8,500,000 plant 
now under construction already have provided substantial savings in manufacturing 
costs, according to Lincoln Electric Company. 

The tests have been made on mock-up production lines installed in the company’s 
old plant in the last two years during engineering studies by an industrial engineering 
and building firm which is erecting the new structure. 

Installed at a cost of $80,000, the mock-up production lines have paid for them- 
selves twice over, particularly in direct labor cost savings, says Harold F. Kneen, vice 
president in charge of manufacturing for Lincoln Electric. 

The thing that’s new in the production lines for Lincoln Electric is that each 
operation is in sequence as the material moves from one side of the building to the 
other. Heretofore there have been interruptions in the sequence as certain parts, for 
example, were taken to other parts of the plant for machining. Also more materials 
handling equipment, such as conveyor belts, will be used. 

An integral part of the new system is the visual inventory control feature by 
which material is stored near the point where it is used rather than in a storeroom. It 
will thus be kept right out in the open, and as the supply on hand diminishes, the 
workers can see when replacements are needed and alert the stock men accordingly. 

In the preliminary trials in the old plant, this new inventory practice has already 
made possible the transfer of 34 non-productive personnel—including assistant foremen, 
clerks, stockroom workers and truckers—to productive work, and the number of in- 
spectors has been cut in half. 

“The new plant will be a stockroom with manufacturing space adjacent to the 
stock,” explains J. F. Lincoln, president of the company. ‘No material will be moved 
more than twice—once as a raw material and the next time as a sub-assembly or a 
finished product. Overhead handling in a new plant will save 20 per cent on floor 
space required for the operation. Delays in manufacturing will be eliminated and 
productivity increased 

“The only purpose served by inventory records,’ he adds, “is to deceive you as 
to what you've really got. You can always be sure you're at least 10 per cent off—at 
least we've never been able to do better than 90 per cent, and are often a lot worse 
In the new plant, we'll have visual controls that won't let us go wrong.” 


The Wall Street Journal 12/21/.9 


Cut Freight Loss Through Proper Marking of Shipments 


“SIGREIGHT loss and damage amounts to 120 million dollars yearly. Of this sum, 

12 million dollars is lost because of failure to mark properly, causing packages to 
go astray and be subject to theft.’ So said E. J. Marsh, of Marsh Stencil Machine Co., 
in a recent address, indicating the AAR as the source of his figures. 

It is manifest that marking is important to assure fast, accurate delivery and that 
good marking makes a favorable impression on the customer. 

Six tips on marking a shipment are: Mark it plainly. Mark it durably. Use a 
street address. Remove old marks. Save your stencils (and start a good stencil filing 
system). In short, be a perfect shipper: pack it right—mark it right; be proud of the 
appearance of your shipments; do your part to eliminate the unnecessary loss of 12 
million dollars a year due to poor marking. 

Shipping Management 11/49 
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@ OUTPUT PER MAN-HOUR in the privately-owned light and power industry in- 
creased almost fourfold from 1917 to 1948, according to a recent report by the U. S. 
Department of Labor's Bureau of Labor Statistics. The rise in productivity was accom- 
panied by a phenomenal spurt in production (energy distributed) to an all-time peak— 
19 per cent above 1944's wartime record. Productivity in 1948 was 2 per cent above 
that of 1947, while production increased 8 per cent in the same period. 
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Plant Housekeeping Hints 


A MERICAN industry is wasting millions of dollars annually through poor house- 
keeping methods. But more and more firms are slashing plant maintenance costs 
with new machines and more efficient planning. 

How cheaply do you sweep floors? The Caterpillar Tractor Co. of Peoria, IIl., was 
paying as much as $10 per 1,000 square feet of floor space to have its factory swept 
manually. Then it bought three heavy-duty sweeping machines from the G. H. Tennant 
Co., of Minneapolis. Now Caterpillar’s floors are cleaned at a cost of 50 cents per 
1,000 square feet. One of these big vacuum cleaning machines looks something like a 
small lift truck and is guided about the factory by an operator riding atop it. A 
St. Louis appliance maker bought one for slightly less than $2,000 and was able to 
reduce his manual sweeping staff by 13 men. 

Do you still wash walls by the sponge and pail method? If so, you are missing 
a chance to clip the cost by 75 per cent. So says the Quaker Maintenance Co., Inc. of 
New York, which has mechanized this operation with its “Wallmaster.’”” This machine 
shoots a detergent through a hose to a cloth-covered trowel-like tool, which is moved 
over the surfaces to be cleaned. A similar trowel is used for drying and polishing 
the surface. The ““Wallmaster’s” manufacturers say their contraption works equally well 
on painted and tiled walls. 

These machines and a host of others are attracting the attention of plant main- 
tenance engineers, production officials, and top-flight executives who attended the Paint 
Maintenance Show and clinics held recently in Cleveland, under the joint sponsorship 
of the American Society of Mechanical Engineers and the Society for the Advancement 
of Management. 

Preventive or planned maintenance—periodic inspection of machinery, pipelines, 
and other segments of an industrial plant to avert breakdowns—is becoming standard 
procedure in more and more big plants, according to engineers at the convention. 

For example, R. M. Smart, division engineer of Sylvania Electric Products, Inc.. 
notes that planned, periodic replacement of light bulbs, whether they are burned out 
or not, can mean savings in labor costs. He reasons this way: 


Labor costs for replacing 1,000 lamps individually as they burn out amounts to about 


75 cents each, or $750. But two men paid $25 a day each could replace the 1,000 lamps in 
four days, at a labor cost of $200. If this were done every 5,000 hours, even though the 
rated lamp life is 7,500 hours, the loss in lamp life on a 70-cent lamp would total $233.10 
Then there would be another $37.50 loss for having to replace individually the 5 per cent of 
lamps that would fail before 5,000 hours. Total cost of this “budget” plan would be $470.60, 
as against $750 for replacing the lamps as they burned out, or a saving through “planned 
maintenance” of $279.40 per 1,000 lamps 

There were some 115. exhibitors at the show who offered materials, machines, tools 
and ideas designed to effect maintenance savings. 

Finnell Systems, Inc. of Elkhart, Ind., demonstrated a floor scrubbing machine, 
which sells at $1.815 for a large model and $1,500 for a smaller one. This gadget 
dispenses its own water and cleaning agent, scrubs the floor and then squeegees it 
damp-dry. One operator handles the successive operations from a control panel, while 
guiding the machine around the floor. Peoples Gas Building in Chicago cleans about 
90,000 square feet of floor daily with three of the larger machines. It now takes six 
workers six hours to do the job; formerly it took 15 moppers 10 hours to clean the 
building. 

Pittsburgh Corning Corporation, makers of glass block, wants the maintenanc 
men to save by replacing parts of their buildings with its product. Pittsburgh Corning 
said it had just completed installation of glass block paneling at the Brooklyn properties 
of New York Dry Dock Co., replacing conventional window panes and sashes. This 
is cutting the heating load on the building by 40 to 50 per cent, according to Pittsburgh 
Corning. In addition, it reduces window washing costs and eliminates the need for 
painting sashes, the company stated 


Crayton R. Sutton in The Wall Street Journal 1/20/50 


Strike Back —Give to Conquer Cancer! 
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Pricing Policies and Problems in 1950 


By JOEL DEAN 
Partner, Joel Dean Associates 


POLICY approach to pricing is one 

of the primary requirements for a 
scientific attack upon a company’s pricing. 
A price policy is a standing answer to 
recurring questions. The kind of _ 
approach which has proved its worth i 
other areas of marketing is not as com- 
mon as it should be in the realm of pric- 
ing. Instead, a patchwork of ad hoc solu- 
tions composed of decisions made at the 
sword point of crisis sometimes passes for 
policy. Solution of pricing problems on 
a disaster basis is no longer satisfactory 
in these times. A coherent philosophy of 
pricing is indispensable for successfully 
meeting a continuously changing 
f10n. 

A second requirement of sound pric- 
ing is an appreciation of the structure of 
relationship among pricing problems. 
Any classification is arbitrary, but I have 
found the following helpful: 

1. Problems of dete 

level of the company’ 
icing.) 

Among probl. ‘ms are: which 
rung of the competitive ladder your prod- 
uct should occupy, i.e., what the differ- 
entials should be above or below other 
branded and unbranded competitive prod- 
ucts; how your prices should go up and 
down in relation to changes in business 
onditions; what should be your com- 
pany’ s long-term profit objectives in pric- 
ing; how should the company go about 
solving the problem of pricing a new 
product 

9 Py 
entials of prices 
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These problems deal with the relation- 
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Vork City, February 22, 1950. 
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ship among prices of products that differ 
in quality, in size, in materials or in ulti- 
mate use, yet have a ope kinship and 
hence are a member of 1 product line. 
Patterns of price differentials for differ- 
ent sizes of product present a common 
pricing problem whose solution differs 
considerably among firms and industries. 
Similarly, the problem of pricing as you 
move up the quality range, e.g., from a 
stripped model to a deluxe model calls 
for careful thought. 

truce 
ture of price discounts assoc iated with the 
(Discount struc- 


4 } f D 
3. Problems of determining the 


conditions of p urchase 
ture.) 

There are various ways of subdividing 
this group of problems. One useful 
scheme is: (a) trade channel discounts; 
(b) quantity discounts; (c) geographical 
differentials; (d) cash discounts; (e) 
personal and informal discounts. In 
many companies the price discount struc- 
ture needs an overhauling since it has 
grown up haphazardly under a_ remote 
set of conditions that may no longer be 
appropriate. Periods of general adjust- 
ment in the price level and in basic wage 
rates create both a need and oppor- 
tunity for ‘ene adjustments in the 
structure of price discounts 

A third requirement for systematic 
solution of pricing problems is a price 
y audit, i.e., a systematic stock-taking 
of how the company really stands in 
dealing with pricing problems. Pricing 
as well as the prices themselves, 
o Moreover, such an audit 
1 ives needed historical perspective in re- 
vealing the origin of prices and the con 
ditions that produced the present policies. 


poli 
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the Annual Meeting of the Tissue Industry held at The Waldorf-Astoria, 





It is also a good starting point for a more 
analytical approach to the solution of 
pricing problems. 

A price policy audit may take several 
forms, but the following is one practical 
attack: 

1. Define the objectives of pricing 
policy. Though the over-all aim of pric- 
ing is supposed to be to make money, 
some companies think over a longer term 
and try to set policies that will give the 
firm longevity. Moreover, more specific 
objectives are sometimes needed. For 
example, quantity discounts may be de- 
signed to lick the small-order problem. 

2. Get on paper a description of the 
present pricing policies and pricing pro- 
cedures. 

3. Find the reasons for each existing 
policy. 

4. Appraise each policy in the light of 
the troubles it gives you now and in 
prospect, and in terms of the alternative 
ways of solving the problem. 

5. Make a comprehensive and up-to- 
date comparison of prices at each level 
of distribution with those of competitors 
and substitutes. 

A fourth requisite for good pricing to- 
day is a research attack upon the prob- 
lem. To get good pricing policies re- 
quires systematic analysis. Economic 
Science today can make some important 
practical contributions to pricing—e.g., 
an appraisal of the strategic factors in the 
competitive environment, and determina- 
tion of a framework of relevant factors 
that will guide and direct empirical re- 
search. 

A fifth requirement is an understand- 
ing of the economic structure of competi- 
tion. Every executive knows a lot about 
competition in his own business. The 
difficulty is that this knowledge is not 
comparative and is not focused on criti- 
cal economic environment factors. What 
we need for practical pricing decisions 
and what we are slow in a quiring is a 
scheme of competitive situations that will 
make it possible to make a good guess as 
to what kind of pricing policies are likely 


to be successful in a given competitive 
situation, and what kind experience shows 
are doomed to failure 
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Some of the bases of multiple classi- 
fication of industrial situations that are 
helpful for this purpose are: 

a. Concentration of sellers (number of 
sellers and proportion of market share 
accounted for by the several 
firms). P 
Economic nature of product 
vs. perishable; consumers’ vs. 
goods; etc.) 

Degree of product differentiation 
(amount of disparity among competing 
products physically or psychologically ) 
Rate of technical progress (how fast 
products and processes get obsolete) 
Ease of entry (patent and know-how 
barriers, and how much money it takes 
to get going ) 

Ignorance of buyers; how price-wise and 
quality-perceptive purchasers are. 

We have sketched a method of attack 
that is most directly applicable for a gen- 
eral appraisal of the company’s pricing 
problems. Let us now consider the prob- 
lem of how to determine trade channel 
discounts. 

The basic factors to be considered in 
setting distributor discounts are the fol- 
lowing: 


largest 


(durable 
capital 


What job each distributor is to do. 

Determination of the job of each kind 
of distributor requires a broad distribu- 
tion plan that is thought through in de- 
tail and that fits the product, the competi- 
tive position of the seller, and the folk- 
ways of the industry. The problem is to 
find which of the members of the dis- 
tribution chain can do each specific job 
most economically and effectively. A 
large manufacturer of electrical appli- 
ances, for example, confined the retail 
dealer's distributor function to display- 
ing four types of refrigerators, taking 
orders and arranging financing details. 
The remaining normal retailer functions 
were shifted back to the wholesaler, who 
makes deliveries, services the refrigerator 
and carries out all the terms of the guar- 
antee. The margins granted the whole- 
saler and retailer were tailored to fit the 
functions performed. 

What it costs the distributor. 

The operating costs of the distributor 
are the basic economic determinant of 
sound discounts; yet, knowledge of dis- 
tributors’ costs is hard to get and hard to 
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use intelligently. Costs vary greatly, de- 
pending upon the kind of distributor. 
For example, chain grocery stores can sell 
facial tissues with about a 10 per cent 
margin, but retail drug stores think they 
require a 40 per cent margin. Costs also 
vary greatly within a given distributor 
class, due to variation in efficiency, as 
well as in services performed. Some solve 
this problem by setting the discount to 
cover the operating costs of the most 
efficient two-thirds of the distributor 
population. Distributors’ costs also differ 
depending upon the product. It is hard 
to get specific product costs of retail or 
wholesale operations because of this large 
number of common overhead items. Yet, 
when great disparities exist among cost of 
products, it is desirable to differentiate 
the discount accordingly, if trade custom 
can be overcome. j 

What competitors pay for performance 
f this function. “= 

Competitive discounts are compelling 
in some industries; yet, in many, leading 
manufacturers have some range of influ- 
ence in guiding the competitive level. A 
practical question for some manufac- 
turers whose brands have slim acceptance 
is whether they should try to buy distribu- 
tion by granting margins higher than 
competitors. A neglected aspect of com- 
petitive discounts is the competition of 
alternative channels of distribution. For 


s . 
Buying Habits 
HAT is the relative importance of 
family members in buying goods 
and in influencing purchases? 

This article presents some of the facts 
»btained in a recent nation-wide survey to 
determine the answer to this question, 


made by the authors for the Bureau of 
Economic and Business Research of the 
University of Illinois. 

In making actual purchases of goods 
for the home, women make 55 per cent 
of the purchases; men make 30 per cent 
of the purchases; men and women to- 
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example, private brand facial tissues 
dumped through chain channels reach the 
consumer at low prices which affect the 
market for branded tissues employing 
tiffany distribution. 

What effects on dealers’ assistance. 

The effects of discounts upon the deal- 
er population and upon the sales assist- 
ance of the distributor is a fourth factor. 
There is considerable empirical evidence 
that high margins produce over-popula- 
tion of dealers. In the oil industry, for 
example, states with high retail gasoline 
margins have significantly more stations 
per car and significantly smaller stations 
than states with low margins. What mar- 
gin will induce the amount of distribu- 
tor pushing or distributor indifference 
which is appropriate for your company? 
The naive notion that allowed margins 
dre necessarily the same as realized mar- 
gins, or are highly correlated with the 
dealer's net profits or return on invest- 
ment, should be closely examined. 

How can you segment the market? 

The trade channel discount structure 
has important possibilities as a means of 
breaking up the market into sectors that 
will stand different price levels so that 
profitable price discrimination can result. 
Systematic study of the potentialities of 
the company’s discount structure along 
these lines should be an integral part of 
an appraisal of trade channel discounts. 


in the Home 


gether make 11 per cent: 
make 4 per cent. 

But what about influence? The seller 
is more interested in who influences the 
purchase — whose preferences actually 
determine what is to be bought—than in 
who goes to the store to make the pur- 
chase. The results of the survey show that 
women exert 57 per cent of the influence 
in determining what is to be bought; that 
men have 35 per cent of the influence on 
the purchase of consumption goods; and 
that children have 8 per cent of the in- 


and children 
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fluence. Translated in 1948 dollars. 
women influenced or determined the pur- 
chase of $72 billion; men influenced the 
purchase of $44 billion; and children in- 
Huence the purchase of almost $10 billion. 

In conducting the survey, the authors 
obtained 1,225 questionnaires from stu- 
dents in the following seven universities: 
New York, Pittsburgh, Illinois, Nebraska, 
Miami: (Florida), Alabama, and Wash- 
ington (Seattle). This gives a representa- 
tive coverage of the entire country, ex- 
cept that relatively few replies were re- 
ceived from farm and other rural families. 
The results should, therefore, be taken as 
representing primarily the city and small 
town population. There is also a heavy 
weighting of middle-income families. 
There were, however, enough low-income 
families to show that their buying habits 
did not vary radically from those of mid- 
dle-income families. 


The survey showed that women made 
two-thirds of the purchases of groceries. 
In amount this is by far their most im- 
portant field of buying, totaling more 


than $40 billion a year. Clothing is their 
next most important field. They buy 88 
er cent of their own clothing, or $12 
Pitlions: 78 per cent of daughter's cloth- 
ing, or close to $4 billions; 57 per cent 
of son's clothing, or $2.5 billions; 27 per 
cent of men’s furnishings and 4 per cent 
of men’s suits and overcoats, or $1.5 bil- 
lions of men’s clothing. Thus women 
buy some $20 billions of clothing an- 
nually. Women shopping alone buy one- 
third of the furniture, or $1.5 billions. 
They buy more than $2.5 billions of 
household furnishing and equipment such 
as draperies and curtains, rugs and carpets, 
appliances, kitchenware, and household 
hardware. The value of other commodi- 
ties purchased by women is less, but in 
total amounts to some $4 billion. 


Groceries are also the most important 
commodity purchased by men. Next in 
importance is their own clothing; they 
buy 74 per cent of their suits and over- 
coats and 63 per cent of their furnishings, 
or a total for their own clothing of some 
$6.5 billions. They spend almost $6 bil- 
lion a year for automobiles and almost 
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$4 billion for gas and oil. The other 
fields in which they are the leading buyers 
are fuel and hardware. They buy between 
$3.5 and $4 billion of fuel and some 
$850 million of hardware. If farm hard- 
ware were included in our figures, this 
latter figure would probably be larger 
Though men buy a relatively small pro- 
portion of women’s clothing, the total 1s 
several hundred million dollars annually 
Probably a considerable part of this 1s 
purchased as gifts. 

The person who makes a purchase may 
not be the one who determines what is 
bought. The member of the family who 
goes to the store may be carrying out 
orders. Or the buyer, in making selec- 
tions, may be greatly influenced by what 
he thinks other members of the family 
will like. Thus it is important for market- 
ing men to know how different members 
of the family influence the purchase of 
various commodities. 

Children, for example, have a great 
deal more influence in determining what 
is bought than indicated by their actual 
purchases. They make only 4 per cent of 
the family’s purchases but exert 8 per 
cent of the influence on these purchases. 
In the purchase of children’s clothing 
they have about one-fourth of the total 
influence. 

Women’s influence on what is bought 
is slightly greater than their purchases 
This is largely because of their influence 
in joint purchases of automobiles, furni- 
ture, jewelry, rugs, appliances, and fuel. 

Men have a much larger influence on 
family purchases than is indicated by the 
goods which they actually buy. This is 
particularly true of furniture, floor cover- 
ings, and groceries. Joint purchases ex- 
plain much of this increase in furniture 
and floor coverings. In the case of gro- 
ceries, women apparently give consider- 
able weight to men’s likes and dislikes 
when making purchases. 

The seller of goods wants to know the 
proportion of families in which the man, 
the woman, and the children are impor- 
tant in buying and influencing the pur- 
chase of his wares 

We have seen that women buy 88 per 
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cent of their own garments. Six per cent 
more is bought by men and women shop- 
ping together. Thus the seller of women’s 
clothing might conclude that women ob- 
viously buy more than 90 per cent of 
women’s clothing and that he could there- 
fore safely ignore men in his advertising 
and sales appeal. However, when he looks 
further he finds that men exert 16 per 
cent of the influence on the purchase of 
women’s clothing. Looking still further 
he finds that in 59 per cent of the fami- 
lies, the men exert from 1 to 33 per cent 
of the influence and that in 11 per cent 
of the families they exert more than one- 
third of the influence. 


Thus in 70 per cent of the families 
men have some influence on the pur- 
chase of women’s clothing. Even grant- 
ing that in some of these families the 
influence is slight, it appears that the in- 
fluence of men in the selection of wo- 
men’s clothing should not be ignored. 
Furthermore, the proportion of families 
in which men have considerable influ- 
ence on purchases 1s higher for most 
other commodities than for women's 
clothing. 

By PauL D. CONVERSE AND MERLE 
CRAWFORD. Advertising Agency and 


8 
Advertising & Selling, February, 1950, 
p. 46:8. 


Our Waning Exports 


Q)VERSEAS customers will do less shopping in the United States market this year 


Three factors are responsible: 
relief money. 


First, the U. 
Second, and probably most important, war-smashed foreign lands are 
getting back on their feet in producing for themselves. 


S. is passing out less international 


Third, late-1949 currency 


devaluations have made U. S. goods higher-priced in terms of foreign money and thus 


less attractive. 


The Commerce Department's Office of International Trade guesses that exports 


this year will slip about $1 billion from last year’s $12 billion total. That would be 
a drop of 8 per cent. But checks with individual exporters suggest a sharper falling-off 
may be ahead. One steel company says its current shipments are running 50 per cent 
below the level of six months ago. Spokesmen for the automobile industry predict 
that auto exports this year will fall 30 per cent below 1949 volume. And this dour 
picture spreads across a wide export front. 

Exporters, moreover, have little trouble trotting out statistics to show how lands 
across the seas are stepping up competition in most fields 

They unhappily note that Japan shipped 800 million yards of cotton cloth fron 
her ports last year; in 1948, she exported only 450 million yards. They uncomfortably 
observe that Britain's cotton cloth exports last year were just a shade under a billion 
yards; in 1948 the British shipped only 760 million yards. 

Non-Russian Europe now produces some 3,700,000 tons of steel monthly. That's 
equal to the production pace of prewar 1938. As recently as 1947 it was making only 
a thin 2,500,000 tons of steel a month 

About 39 million tons of coal monthly was western Europe's mining rate in 
now it is back up to the 38-million-monthly level. Just three years ago the per-month 
pace was only 30 million 


1938 


fields of 
gain over the harvest of two years befor 
little below the 1935-39 average of 1,595 million bushels 
bushels of wheat from the U. S. annually 


stopped buying but has be 


Last year saw 1,465 million bushels of wheat roll from the non-Russian 


Europe. That was a 50 per cent and only a 


After importing 50 million 
only 


in recent postwar years, France has not 


ome 


1 wheat exporter—marketing some three million bushels 


so far this season 
Many a U 


S. business man is now finding himself undercut on 
front. “This,” says one, “is evidence enough that the export gravy 


down.” 
Long-faced 
pric ed 15 to 


cotton textile men say the Japanese are luring ers with fabri 


20 per cent below U. S. quotations on comparable 


Foreign-made 


May, 1950 








steel, too, is moving in world markets at prices 15 to 20 per cent below what U. S. 
mills ask. 

Some European steel is dribbling across the Atlantic to undersell the U. S. 
metal in its home bailiwick. In New York, Belgameric, Inc., representing Belgian 
mills, says it is offering structural steel and wire rods at prices 7 to 8 per cent below 
American quotations. 

How far will exports slide before they level off to some sort of ‘normal’? 

Nobody knows exactly. Prices have changed a lot since prewar, but the only 
measure of “normal” we have is prewar volume. Compared with last year's $12 billion, 
U. S. exports in the three years just before the war (1937 through 1939) ran about 
one-quarter as large, measured by dollars. In the three years before that they were 
only about one-sixth last year’s dollar volume. 

—Epwarp Bryan in The Wall Street Journal 2/13/50 


Potential Market 


OW do the veterans plan to spend their share of the total National Service Life 

Insurance dividend? The American Legion has released results of a recent survey. 
Following are the highlights, as summarized by Tide: 

During the first half of 1950, Uncle Sam will distribute 2.8 billion to 16,000,000 
veterans of World War II 

30.4 per cent plan to spend an estimated $770.3 million on homes, either for mort- 
gage reduction, purchasing or building new homes, repairing or remodeling. 25 per 
cent will put close to $637.3 million into savings accounts or invest it in U. S. govern- 
ment bonds, postal savings or stock shares. 

19 per cent will use about $484.1 million for living expenses, i.e., bills, rent, et: 
10.1 per cent plan purchase of additional GI or civilian insurance or payments of future 
premiums on current policies. This will mean $255.9 million. 

6.7 per cent will make investments in small businesses, using $170.5 million of the 
total, while 5.4 per cent plan to spend $138 million to continue payments, pay repair 
bills on presently owned vehicles and make payments on new ones. 

5.2 per cent will buy home furnishings (furniture, rugs, carpets, etc.) and will 
put about $130.5 million into retailers coffers; 3.7 per cent will lay out $92.9 million 
for some type of appliance. Of this total, however, 0.9 per cent of the veterans plan 
to give the lion’s share to television manufacturers. Another 3.4 per cent will spend 
some $85.4 million for additional clothing, while 1.1 per cent will spend 27.7 million 
on vacations and travel 

-National Sales Executives Digest 


A Novel Sales Incentive Plan 


HE Rothschild Company, Chicago, has devised an ingenious method for stimulating 
salesmen. They meet every Friday night when the store closes, and several decks of 
ards are produced and shuffled together. For every item in the higher-priced bracket 
they have sold that week, they are entitled to draw one card. A set of five constitutes 
a poker hand, and the winning hand captures a substantial cash award. Obviously, 
a man who has sold 20 high-priced items will have four complete hands and is more 
likely to win the award than a poorer salesman with only one full hand—but since 
the order in which the cards are drawn must be maintained, that single hand at least 
a chance to win. In all other bonus systems the prize invariably went to one of 
three crack operators, and there was no incentive for the smaller fry. 


Saturday Review of Literature 4/1 
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How the Credit Man Can Help His Sales Manager 


NE of the biggest treasuries of cur- 

rent sales information is the credit 
man, who, despite his reputation for 
snatching the commission from the fingers 
of the salesman, is his best friend in the 
long run. He is grudgingly praised for 
his negative virtues in cutting down the 
loss ratio. But beside his negative acts 
in limiting or declining an order, he can 
and does perform positive acts of sales 
guidance. 

There are a number of methods by 
which the credit man through the in- 
formational facilities at his command can 
help to: (a) increase volume among de- 
sirable accounts, and eliminate ‘“‘blind 
alleys’ for merchandise; (b) enlarge sales 
volume to present customers who could 
and would buy more if sold on their 
actual requirements; (c) cut sales promo- 
tional costs by eliminating waste effort on 
unproductive customers and unprofitable 
territories. 

1. Analysis should be made of the 
current position of all accounts in rela- 


tion to size of orders and to progress of 


the management. Many concerns have 
never been tested in an adverse market. 
The management of many older concerns 
has been completely changed, or it has 
grown rusty in the years of fancied se- 
curity. Lines of credit should be based 
not only on the net worth of the company 
but also on a knowledge of the concern’s 
ability to consume or resell. Orders can- 
not always be solicited in consonance with 
the line of credit established, but the in- 
formation is always helpful. When an 
outlet’s credit is shrinking with other 
sources of supply, only a blind seller will 
accept the larger order with its larger 
risk. It may be good business to accept 
the order, but only with due considera- 
tion of the increasing hazard. During the 
war years many concerns increased their 
lines of credit without any comparable 
increase in the financial structure of the 
company. Now is the time for credit men 
to ask why and to put the risk and profit 
reward in proper balance. 

2. The terms applied to customers of 
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Premium, Good, Marginal, and Poor vary 
in the minds of the suppliers and their 
salesmen. ‘Good as gold” may mean 
nothing if the risk has the gold in his 
wife’s name, or pledged to the bank, or 
to a preferred supplier. Premium ac- 
counts are nice to have. They discount or 
anticipate, but in a competitive period 
they want price advantages or other spe- 
cial treatment. Good accounts may be less 
demanding, but the premium and good 
added together, are seldom half the num- 
ber of the marginal accounts. The poor 
are always with us, and the problem is to 
keep them as few as we can and to limit 
the amount of trouble they can cause us. 
There is no problem with the premium 
and good accounts, but where we must 
show our skill in sales and credits is 
among the marginal concerns, because 
they are usually in the majority, and they 
can be sold at a profit. The first item of 
information necessary is, “Why ts this 
account marginal?” The second question 
to ask is, “What is the trend?” An. ex- 
amination of the operating and financial 
history of the enterprise will answer both 
questions or at least offer clues to the 
answer. If the trend of the enterprise is 
a shift toward good and premium, then 
we can gauge our sales and credit strategy 
with confidence and liberality. If the 
shift is toward poor, we can limit the 
size of the orders and see that payments 
are made on the due date. There is a 
constant shifting of position among the 
300,000 manufacturers, 175,000 whole- 
salers and 2,000,000 retailers in business 
throughout the country. No position is 
anchored so firmly it doesn't need occa- 
sional observation. 

A credit man watches for the favorable 
as well as the unfavorable signs of change, 
the most convenient guide being the 
credit rating assigned by the mercantile 
agencies. These symbols marked on the 
ledger cards are subject to frequent re- 
view under his watchful eve. There is 
plenty of desirable sales volume to be 
obtained among marginal accounts, but 
each transaction is made in the full light 
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of current facts on the financial stability 
of the company and the capacity of the 
management. Two out of every three 
accounts on the books of the typical sup- 
plier are marginal. It is up to the sales 
manager and the credit manager to deter- 
mine the degree of credit desirability by 
the trend. 

3. The problem customer is sometimes 
known as the bread-and-butter account, 
the key account, the pet account, etc. 

This type of customer is often a big 
volume buyer, who expects and gets spe- 
cial attention, who requires a substantial 
inventory of material for his orders, and 
is sometimes inclined to expect preferred 
treatment in terms. Suppliers are often as 
worried with such accounts as they are 
without them. Where the sales manager 
may be inclined to baby the enterprise, 
the alert credit manager will watch the 
financial health of the customer and may 
tactfully suggest some improvements in 
his payment habits. He will observe the 
special conditions that make this customer 
a problem with the intention of remov- 
ing or reducing the hazard. Incidentally, 
he may cure the customer of some bad 


management habits and help him increase 
his own profit margins. The big volume 
buyer often needs the constant appraisal 
of the credit man, whose estimate of the 


risk keeps the purchases in a_ sensible 
relation to the capital at risk. The failure 
of such an account can start a chain re- 
action and drag down small suppliers 
who live in a fancied security. 

i. The slow account is not necessarily 
a marginal risk or a problem account. 
The main thing a credit man wants to 
know about a slow account is why? Ex- 
cept for seasonal reasons, there are gen- 
erally three answers: 

First, an account is slow because the 
proprietor has too much capital tied up 
in slow-moving inventory and expenses 
are high in relation to volume 

Second. an account is slow because the 
proprietor is turning his capital too fast 
and has to lean upon the capital of his 
supplier . 

Third, an a 


proprietor 


ount is slow because the 
bad management habits. 
ie ae 

lacks proper supervision of its books 


} 
nas 


and 
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Some of these businesses have been run- 
ning at postwar momentum. The credit 
man may be able to salvage the first type 
by a little advice on a balanced buying 
program to include a larger percentage 
of fast-moving items, even if the markup 
is smaller. Maintaining a good stock does 
not mean the proprietor has to stock 
everything that is asked for. The credit 
man knows that branded names supported 
by advertising move faster than merchan- 
dise with a wider profit margin unsup- 
ported by advertising. In the second 
case, the credit man is aware of the 
dangers to the man who turns his capital 
too fast. He is usually a high-pressure 
business man whose principal fault is also 
his best virtue—enthusiasm. He may bite 
off more than he can chew. He seldom 
fails but must be held strictly to credit 
limits despite his eagerness for more 
goods. The man in the third category 
must be watched because he has neither 
the energy nor the imagination to be 
successful. 

5. Operational details and their rela- 
tion to sales. 

Most credit departments have in their 
files information—often overlooked by 
the sales division—on how accounts buy, 
sell, and distribute their merchandise. 
Most credit reports contain data on what 
is made, how it is sold, where it is dis- 
tributed, price range, terms of sale, and 
other details valuable in planning a sales 
approach. Furthermore, the credit man is 
often informed on the progress of the 
concern’s sales-promotional efforts. He 
often knows the lines that are moving or 
stagnant and the styles or designs that 
have clicked or flopped. 

6. Cutting sales costs by 
customer turnover. 

The cost of opening and maintaining 
an account varies by line of business, of 
course, often ranging from $50 to $500. 
A few large accounts may provide more 
sales volume than dozens of smaller ac- 
counts. Yet, there are benefits in having 
a wide spread of medium-sized and small 
customers, even including a few unprofit- 
able outlets in regions where coverage is 
necessary 

The credit man can help reduce sales 


reducing 
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expenses by: (a) pointing out potentially extra time on payments; (c) pointing out 
good, small customers who should be cul- to salesmen concerns which for financial 
tivated into big buyers; for all large or Management reasons should be elim- 
enterprises (excepting mergers) were  jnated: (d) pointing to available out- 
once small, and the credit man observes Jets whose operating facilities, location, 
the acorns taking root and flourishing; o- management indicate a desirable cus- 
(b) eliminating or curing the nuisance 
accounts which frequently return mer- 
handise in dull seasons, make unfair -~-By A. M. SULLIVAN, Priniers’ Ink, 
laims for allowances, habitually take July 8, 1949, p. 23:3 


tomer. 


The 100 Largest Retailers 


N THE $19 billion of sales chalked up in 1948 by the 100 largest retail trade organi 
zations, average net profit was 314 cents per sales dollar. Average for 18 foo. 
hains was 1.3 cents, for 25 variety and other chains 5.1 cents, for 52 department and 


specialty stores 4.1 cents, and for five mail order houses 5.6 cents 

Of this over-all average profit of 31/4 cents, 11/4 cents went into dividends, 
was reinvested for improvements and additions to store properties and equipment, and 
for building up working capital to handle the increased business volume. 

These .100 organizations operate 29,278 stores of widely varying size—ranging 
from small drug or shoe stores with sales of a few thousand monthly, to supermarkets 
grossing over $1 million annually and to a mammoth department store, carrying ove! 
400,000 separate items, doing sales during the Christmas season exceeding $1,000,000 
daily 

The group furnishes employment to a total of approximately 1,145,000 peop 


, ray + 
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! 
is owned by 769,000 shareholders, many of them employees 
CoMPositeE INCOME ACCOUNT FOR THE YEAR 1948 
Total Cents per 
(Millions) sales Dollar 
Net Sales $19,258 100.0 
Net earnings before taxes 1,114 5.8 
Federal Income Taxes 431 
Net Income 683 
Dividends paid 298 
Income reinvested 385 


Composite income account shows a major expense in retailing is taxes. Total 
lirect taxes—federal, state, local, and foreign, but excluding sales taxes collected fron 


] el 


ustomers—are estimated as representing about 3.2 cents per sales dollar 


300 
per store, or $546 per employee. This is more than twice as large as the dividends 
paid to shareholders. The latters’ investment per employee was $3,600 computed on 
book values, which are below replacement costs 

The foregoing information is from the monthly letter, of the National City Bank 
of New York 


Ce mment: D yo! Live 0} CST 7€ and employee SHC a p chure 


National Sales Fvecutives ] 
a Re —-- 


@ ESTIMATES of U. S. « potential based on a Twentieth Century Fund study 
point to a growth of over 1 er cent from 1950 to 1960. This means that in 10 years 


uur expenditures for goods and services should increase from $178.8 billion to $206.( 
billion. Projected into particular fields, this indicates that by 1960 we will spend $6.9 


billion a year more than we do now for food and non-alcoholic beverages, $3.2 billion 


nore for clothes, $5.3 billion more for homes and home equipment, $2 billion more 


for recreation, $10.3 billion more for other goods and services 
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Stealing the Savings of the Thrifty 


By SAMUEL B. PETTENGILL* 


A! a dinner party in New York City 
some 15 years ago, I was urging the 
responsibility of bankers to do all they 
could to prevent rot in the dollar. In 
reply, a vice president of one of the 
country’s biggest banks said to me: ‘The 
responsibility for money rests on the gov- 
ernment. If the government pays off its 
bonds in cigar coupons, we will have the 
cigar coupons to give to our depositors.’ 

I will never forget this complete abdi- 
cation of trusteeship as a banker, and as a 
citizen. Under our system what is the 
government anyway? Every citizen 7 a 
government official at the ballot box exer- 
cising political power. In that banker I 
saw Pilate washing his hands. I also saw 
big business man or 


his depositors, 
humble wage earner, handing their sav- 
ings to this man’s bank in the faith that 
somebody would later return to them the 
values they had deposited. 

I am not an expert on money. But most 


problems, seen simply, can be settled by 
an appeal to that inner judge whom Pilate 
and the New York banker renounced. 
No man needs to take a Gallup poll to 
know what is right or wrong. I was one 
of the few men in Congress who voted 
against the repudiation of the gold clause. 
I decided that question, not by any knowl- 
edge of finance, but by asking myself: 
Is this the r7ght thing to do? Under the 
circumstances then prevailing I knew the 
government could not meet all demands 
in gold. But I knew we had suspended 
specie payments once before—and _re- 
sumed them. To me it was one thing for 

debtor to say: I regret that I cannot 
pay now. It was a different thing to say: 
I wilt xever perform my promise. I ven- 


* From an 
Cincinnati, 


address before the Annual 
Ohio 
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tured to say at the time that this act of 
national dishonor would sow dragon's 
teeth to grow into bitter fruit in the years 
to come. 

Others, who liked it no better than I 
said that bitter necessity compelled this 
repudiation. But if this were granted, still 
the repudiator should not have been the 
one to profit by his act. The $2,800,000,- 
000 of so-called ‘profit’ arising from this 
repudiation could have been allocated to 
the 48 states on condition that they re- 
duced their taxes by the amount each re- 
ceived. In this way a rough justice could 
have been done in restitution for the un- 
lawful act. The profit would have gone 
back to the people. 

The King of Syracuse 2,300 years ago 
called in all coins, cut them in two, used 
half coins to pay for the old ones and 
paid off the national debt with his “prof- 
it.” This kind of burglary has been re- 
peated time and again. 

I mention this bit of history to show 
my long-time interest in this subject—not 
to take the side of the haves against the 
have nots, but to give the poorest boy or 
girl the incentive to work, to climb the 
ladder of success, and lay up a nest egg 
against old age and life’s rainy days, 
secure in the faith that his government 
will not stealthily steal his savings away. 

The dragon’s teeth thus sown, in 1933, 
have now sprouted everywhere. The 
abdication of moral responsibilit y for the 
welfare of the thrifty and industrious has 
permeated government action. 

The devaluation we excused in 1933 
is now a world-wide example of moral 
and financial decadence. A United States 
government bond for $100 bought in 


Dinner of The Fifth Third Union Trust Co 


The Management Review 








1939 has lost 40 per cent of its then 
value. A French government bond 
bought that same year has lost 98 per 
cent of its value. A French worker gets 
15,000 francs a month. What trash will 
be in the American’s pay envelope a few 
years from now? 

Unless you and I, and millions more, 
stop washing our hands of moral responsi- 
bility for the acts of ovr government and 
throw ourselves into the fight for sound 
money with something of the passionate 
intensity of the prophets of the Old 
Testament, who stood before kings and 
condemned them to their teeth, it is clear 
to me that this stealing of the savings 
of the thrifty will go on. 

That it can be stopped, I shall discuss 
later. But unless public opinion 15 


changed, the trend, not over the next few 
months but over the years, is toward more 
more repudiation, more steal- 


inflation 
ing. 

What do I mean by inflation? Simply 
this: more dollars for no more goods or 
services. That makes money cheap. That 
makes prices rise and steals the wages and 
savings of the thrifty. 

Well, what are some of the indications 
of the trend toward more dollars for no 
more goods? 

Most important of all, perhaps, is the 
politically promoted mass hallucination 
that people can vote themselves rich—the 
witchcraft that government can create 
wealth—that politicians have a magic 
cornucopia filled with the more abundant 
life, that ‘‘we owe us’’—and thus debt is 
harmless. 

Another big inflationary factor lies in 
the habit of federal politicians of paying 
for votes by putting pressure on em- 
ployers to force more dollar signs to be 
written on pay checks or pension checks- 
more dollars for no more goods. 

Price supports for farmers again spell 
more dollars for no more goods. Billions 
of dollars worth of eggs, potatoes, cotton, 
wheat, meat, etc., are taken out of the 
market by the government and put in vast 
caves and warehouses under lock and key 
until they rot and are fed to hogs, or 
shipped abroad. 
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Then we have the prevailing rage of 
state governments, which had no direct 
responsibility for the war, to vote bonuses 
to veterans wholly irrespective of need or 
injury in the country’s service—again 
more dollars for no more goods. 

Such are some of the powerful long- 
range forces at work to make money con- 
stantly cheaper. 

This chain reaction is also at work as 
floors under farm commodity prices cause 
city workers to demand more wages, 
which increases the cost of shoes and 
clothing and machinery to the farmer, 
who then demands that his “parity price’ 
be raised still higher. And so the music 
goes round and round. 

There is, of course, no need for 
America to breathe any more of this con- 
tagion of rotting money. With our mar- 
velous productive capacity— with science, 
invention, research, and technology an- 
xious to work their miracles, we can 
produce such a flood of goods as to 
keep goods and money in balahce. We 
can start prices downward again and 
bring integrity back to the dollar. 

But under the prevailing political cli- 
mate, despite our almost unlimited capac- 
ity to produce, the price of the basic needs 
of life is being pushed upward by this 
chain reaction of cheap dollars—food, 
shelter, clothing, coal, steel, freight and 
passenger rates, wages, hospital and medi- 
cal care, education, life insurance—most 
of these are higher in price today than in 
150 years. No one can produce goods as 
fast as politicians can print money. 

The remedy I propose is implicit in 
what I have said. This remedy is votes. 
The time has come to « ampaign for sound 
money. 

It is said that the tide toward socialism 
cannot be turned for want of a mass 
base. That base exists. It is the millions 
of thrifty Americans. 

In words that bounce along the side 
walk, we must tell them what makes 
money cheap and who is hurt, and how. 

Make an appeal, also to the moral 
sense of our people—the conscience of 
Americans 

Far more is involved than saving the 


287 





savings of the thrifty. You save also our nerve of millions of voters. This is the 
private property system, which can live grand strategy of freedom. 
and grow only in the savings of the Rotting money and a rotting republic 
thrifty. It is plain that the vampire of go together. Lenin told us that—"'de- 
socialism lives only on political spending. bauch their money.” As Jefferson said, 
Cut off the spending and you stop it in its we must make our choice “between econ- 
tracks. omy and liberty or profusion and servi- 

Whatever other arguments are used, tude.” Give us sound money and a free 
we must unite on one point, easily under- country! You cannot resign from this 
stood, which touches the pocket book © struggle. 


Retail Installment Practices: A Survey 


ONSUMER installment terms for hard goods are more liberal than those applicable 
to soft lines, according to a survey of retail installment practices recently completed 
by the National Retail Dry Goods Association. 

The report contains data submitted by 138 department and specialty stores located 
in every section of the country. It indicates that 54 per cent, or 50, of the replying 
retailers selling hard goods on terms require a minimum down payment of 10 per cent. 
Only 15 per cent, or 14, of the stores responding have a “no down payment’ policy 
on hard goods, while 19 of the stores offer 20 per cent down payment terms. The 
balance operate on varying down payment percentages up to 33-1/3 per cent. 

In contrast to the foregoing, only 29, or 29 per cent, of the stores replying to 
the survey offer soft goods on a 10 per cent down payment. Thirty-three reporting 
retailers demand 20 per cent down payment on soft goods, with 19 requiring 33-1/3 
per cent down, and 17 offering soft good lines with “no down payment.’ Again the 
balance of replies varies from a down payment of 15 per c2nt to 25 per cent. 

It is interesting to note that though stores are offering these down payment terms, 
they are, according to the survey, receiving such down payments in higher amounts 
than their minimum requirements. 

The report also reveals that retailers permit greater time for completion of pay- 
ments by purchasers of hard goods than the contract time extended to customers in 
soft good lines. Replies by 34, or 37 per cent, of the reporting stores indicate the 
average retail installment contract for hard goods at 24 months. Twenty stores, or 
22 per cent of the answers, show a 12-month contract period, while 22 stores, or 24 
per cent of the total replies, permit payments over an 18-month period. The balance 
of answers fluctuate between six months and 36 months. 

On retail soft good installment sales, 44, or 43 per cent, of the retail establish- 
ments included in the survey demand complete payment within six months. Twenty- 
seven stores, or 26 per cent of the replies, extend terms over a 12-month period, while 
17 of the stores, representing 16 per cent of those responding, require full payments 
within three months from date of purchase. The remaining survey respondents indi- 
cated that full payment was requested by their stores within four to 24 months after 
the completion of a sale. 





@ TODAY the average worker cannot call his pay his own until he has worked for 
61 days—to support the government. By contrast, 20 years ago the average worker 
had to work 10 to 12 days annually to pay his taxes. This ever-increasing public debt 
is a very serious personal problem for every citizen—whether in labor or management. 
It is simply misleading to speak of shifting taxes from things we buy to the corpora- 
tions that make those things. This merely means that the taxes will be hidden and we 
won't realize we are paying them in higher prices for the products we buy and use. 


—ALrreD Ippigs, President of The Babcock & Wilcox Company, in 
the company’s employee publication, The Generator 
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Don’t Look for Management at Bargain Rates 


HERE are three ways of making 

money. One is to sell your time. The 
second is to lend your money. The third 
is to risk your money. 

The investor who buys ordinary com- 
mon or capital stock makes an equity 
investment or speculation and is risking 
his money. He pools it with others in 
the ownership of a business enterprise for 
better or worse. 

Somebody has to do the work. But I 
am concerned here with the investors’ 
interest in management. 

Obviously, the investor in a_ public 
corporation is in the enviable position of 
being largely able to go out about his own 
business or pleasure and enjoy the profits 
and dividends of others doing the actual 
work and management for him. It is only 
necessary for him to buy the right shares 
at the right time, and later sell them 
should he be in any way concerned over 
their future. The investor in a private 
small corporation or partnership usually 
contributes both risk capital and manage- 
ment and often acts as salesman and does 
general labor as well . The public inves- 
tor, however, must be willing to pay for 
his absentee ownership. 

[It seems that lately investors have be- 
come more conscious of this fact and have 
been scrutinizing their corporate manage- 
ment from many angles. Does the man- 
agement itself own a good sized stake in 
the business? Is it increasing or decreas- 
ing? Did they buy it with their own 


funds or acquire it on option from the 
company? Are they doing the best pos- 
sible job? Are their salaries, bonus plans 


and pensions fair? It is quite proper 
that investors do concern themselves with 
such vital factors bearing on the success 
of their stock investment. 

However, there is a tendency to look 
with favor on low-paid management and 
with disfavor on the management that 
seems to get the most liberal financial 
treatment. This is both a shortsighted and 
incorrect viewpoint. 

The important fact for the investor is 
that his corporations’ compensation poli- 
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cies all the way down the line attract and 
hold the best men. A company is only as 
good as the men who run it and work for 
it and who will rise to manage it in the 
future. 

Today our tax laws are such that old- 
fashioned savings are out of the picture. 
Both labor and management need, under 
modern political philosophies, provision 
for the future in pensions and other simi- 
lar plans. Each corporation is in compe- 
tition not only with other corporations but 
with private business to attract and hold 
the best executive manpower. Thus, there 
can be no rule about it—each case must 
be judged by the investor not on whether 
management pay is high or low but from 
the standpoint of what the company is 
getting at the price paid. Naturally, the 
size of the business is a factor, too. But 
generally, the best is cheapest in the end. 

To cite one example, no price was too 
high to have paid Walter P. Chrysler 
to go to work for the obscure and fail- 
ing Maxwell-Chalmers Corporation—and 
build it up into one of the big three 
motor makers. No low figure, paid the 
managements of the smaller independents 
that at the same time fell by the wayside, 
could possibly have been a bargain. 

The same might be said of management 
ownership. By and large, it’s preferable to 
have the managers of a company own a 
major stake in it. However, it doesn’t 
follow that the corporations with the 
highest percentage of ownership manage- 
ment are the most profitable to own by 
any means. Each one has to be judged on 
its own merits. If the officers and direc- 
tors of a company are recent buyers and 
if they use a high percentage of their own 
funds, then the situation is most favor- 
able. 

On the other hand, corporate manage- 
ment itself owes more than formerly to 
its stockholders in giving them the facts 
and figures of what they are doing along 
such lines and why. 

The days of secrecy and a smug atti- 
tude are over and those in high places 
who don’t realize it will find that investors 
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will shun their shares and thus cause them 
to sell at lower price earnings ratios and 
on a higher yield basis. In time, they will 
find themselves in even more tangible 
hot water. 

Stockholders’ concern with the selec- 
tion and compensation of corporate man- 
agement should therefore be primarily 
concerned with securing the best possible 
men to get the most out of the business 


rather than the cheapest. In most listed 
corporations the total top management sal- 
aries, etc., is at worst a very small per- 
centage of net income; but the mistakes 
of corporate officers hired purely on a 
low price basis can be a very high per- 
centage of net income or even eliminate 
any net income at all. 


—By GERALD M. LOEB. Investor, 


April, 1950. 


A Survey of Corporate Profits 


(CORPORATE earnings fell in 1949. Two of every three companies did not do so 
~~ well as in 1948—-but most of them were not much worse off. Over-all earnings 
of 752 companies included in a recent Wall Street Journal survey were down only 7.8 
per cent from the previous year, when aggregate profits were biggest in all corporate 
history. 

Many individual corporate giants pushed their earnings even higher than in 1948 
to new peaks. 

There was general agreement in annual reports on one point: Profit margins aren't 
what they were prewar—even among the big earners. One of these shoved its earnings 
on sales up to 7.2 per cent from 5.2 per cent in 1948. But it recalled that a prewar 
return of 11 per cent was more typical under comparably high operating rates. Another, 
with a 7.7 cents profit on each 1949 sales dollar, harked back to the 1934-41 average 
of 11.2 cents. 

And many companies’ profit margins face further contraction. One automobile 
manufacturer has trimmed its prices “to strengthen our competitive position.’” Reduc- 
tions in passenger car prices of from $82 to $135 were effective February 1. The 
company, very naturally, counts on its unit profits, up in 1949, to slip this year. 

One survey respondent points up the real peril with these words: “An important 
portion of costs is fixed and must be met whether business is good or bad.’ What is 
implied here is that this factor in towering break-even points means that if sales go 
down, profits will slide much faster. 

Whatever lies ahead, 1949 results suggest that the big boom in postwar earnings 
is past. The collective drop of 7.8 per cent from 1948 contrasts with a 24 per cent 
gain in that year over 1947. And 1947 was a whopping 48 per cent bigger on a 
profits basis than 1946, which saw the beginning of the fast upward earnings spiral. 

Over-all, the 1949 profits boxscore for 32 industries was: 23 with a majority 
of companies reporting earnings behind 1948; eight with a majority ahead; one tied 
This last group was printing and publishing with three companies falling on each 
side of the profits fence 

Utilities were by far the best performers. Sixty-six of 81 companies in this 
industry did better than in 1948. Also showing higher 1949 earnings by the following 
margins were: Aircraft and supplies, 6 companies to 5; airlines, 5 to 2; chemicals, 
14 to 8; and finance companies, 10 to 3 

Included in the lengthy listing on the downside were these groups 
materials, 22 companies behind their 1948 earnings to 7 above; chain stores, 
electrical equipment and radio, 14 to 12; food products, meats and bakeries, 19 to 8: 
petroleum products, 17 to 6; pulp and paper products, 20 to 3; and railroads, 51 to 5 

On the basis of collective earnings, 19 industries slipped below 1948 
totals and 13 were above. 
plus signs on cumulative 


Building 


23 to 7: 


earnings 
Big companies’ earnings served, in several groups, to put 


totals where a majority of concerns were on the downside 


The Wall Street Journal 3/20 so 
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Wage Earner Poll Holds Tips for Financial Managers 


[ DRAMATICALLY, a nationwide cross-section of wage earners have expressed their 
belief in the American system of capital investments 

In response to a recent Wage Earner Forum Survey (conducted by Macfadden 
Publications, Inc.), only 11/4 per cent state that they do not believe stockholders are 
entitled to or should receive dividends or returns on their investments. Fewer than 
half think that there should be a general limit on the amount of profit a company is 
permitted to make. The majority of those stating an opinion suggest 5 to 10 per cent 
as a proper return on an investment in company stock. 

That the opinions as to payment of dividends to stockholders are positive is 
evidenced in the fact that fewer than one in seven of those polled hesitated to express 
a definite opinion on this, while 85 per cent said positively that stockholders should 
receive a return on their investments. 

Wall Street and the financial world are belatedly recognizing that the biggest 
untapped source of investment capital is in the hands of the middle majority, primarily 
the wage earners. They are beginning to seek to tap this source. Of the wage earners 
queried, only 9.3 per cent report that they own stock in any company. Here is not 
only a great untapped source of investment on risk capital, but an opportunity through 
stock ownership to increase the interest and understanding of the workers in the 
American way. 

Business can take little or no credit for the good attitudes expressed above. Follow- 
ing is evidence of the extent to which business has failed to inform the workers and 
how gravely business has been and is at fault: Asked what percentage of the com- 
pany’s income usually goes to stockholders, 75 per cent stated that they had no idea. 
Asked what per cent of investment should be paid to stockholders in the form of 
dividends, again nearly half the respondents to the survey had no idea. While the 
great majority of the survey respondents believe that companies should have profits and 
pay dividends to stockholders, a substantial proportion believe that there should be a 
limit on the profits which a company can make. About a third believe that the govern- 


ment should put a top limit on executive salaries 
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Competitive Insurance Philosophies in Action 


By DWIGHT W. SLEEPER 
Chief Consultant 
Insurance Buyers Council 


Boston, Mass. 


HEN someone says that “competi- 

tion is the life of trade,’ or that 
we in the United States of America owe 
our comparatively high standard of living 
to the competitive activities in which all 
manner of business freely engages, such 
statements are accepted as too self-evident 
to need argument. The urge to ‘‘make a 


From an address presented before the 
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fortune’ by inventing something the pub- 
lic will buy and then the necessity to 
perfect it and to reduce the cost to sur- 
vive competition have been responsible 
for our tremendous material progress, and 
everyone has been blessed by it. We must 
never permit any influence, political or 
otherwise, to rob us, and those who will 
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come after us, of the opportunities for, 
and benefits of, free competition in every 
direction. 

Let us have whatever regulation is 
proper and necessary to control mad am- 
bition, inordinate greed for power and 
wealth, dishonesty, and trickery, whether 
in individuals, business, governments, 
labor unions, or other organized minori- 
ties, but never let us permit elimination 
of the opportunity for fair and honest 
competition. Surely it is not wrong to 
prosper in any activity if, at the same 
time, others enjoy the resultant benefits, 
provided the cost of everything desirable 
is controlled by competition. 

In no other field of “big business’’ is 
the foregoing general statement more per- 
tinent than in the case of insurance. No 
other business takes more money out of 
the pockets of every individual. In addi- 
tion to the premiums many of us pay for 
the insurance we buy voluntarily, none 
can escape the loading for insurance ex- 
pense which is included in the cost of 
every purchase made and every bill paid. 


In 1948, the various insurance companies 

collected from the American public more 

than 10 billion dollars in premiums. 
To get down to more comprehensible 


figures, in 1948 buyers of fire insurance 
alone paid over $970,000,000 in pre- 
miums to the 214 stock companies, and 
over $115,900,000 to the 49 Mutual com- 
panies, and over $8,000,000 to the 10 
Reciprocal Exchanges licensed by the New 
York Insurance Department. This dem- 
onstrates that the American public be- 
lieves in buying fire insurance, and also 
that it has confidence in the integrity and 
loss paying ability of its companies. Large 
as these figures are, they are only a small 
part of the total premiums paid for Prop- 
erty, Accident, Life and other forms of 
insurance to the many companies engaged 
in the business. 

The statement just made suggests that 
there are many companies, and of three 
principal types, but what is their differ- 
ence? 

Briefly, an incorporated Stock company 
is owned by its stockholders, who con- 
tributed its operating surplus and the 
capital which guarantees its solvency, and 
who expect to make a profit out of its 
successful operation. 

An incorporated Mutual company is 
owned by its policyholders, each of whom 
agrees to contribute his share of whatever 
may be required to pay the operating 


Stock FirE COMPANIES 


Premiums Earned 

Losses to premiums earned 

Operating expenses 
Underwriting profit 4.3% 


$2,569,524,899 
$1,349,532,532 (52.5%) 
1,109,657,347 (43.2%) — 2,459,189,879 


110,335,020 


STocK CASUALTY COMPANIES 


Premiums Earned 
Losses to premiums earned 
Operating expenses 


44% 


MUTUAI 


Underwriting profit 


$2,191,238, 
$1,256,384,072 (57.4%) 
837,453,338 (38.2% 2,093,837, 


97,401, 


FIRE COMPANIES 


(Excluding Factory Mutuals and local Farm Mutuals) 


Earned 
Losses to premiums earned 
Operating expenses 


Premiums 


Underwriting profit 15.4% 


MUTUAI 


Premiums Earned 
Losses to premiums ez 
Operating 


expenscs 


Underwriting 


$749,092, 
$41 3.636.901 (55.2% 


) 
219,997,829 (29.4%) 633,634, 


CASUALTY COMPANIES 


360 
$423,078,543 (58.4% 
177.387,563 (24.5%) 6 10¢ 


124,490,254 
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The insurance laws rec- 
ognize this agreement as a sufficient guar- 
anty of solvency in place of any require- 
ment of paid-in capital and surplus. All 
assets of a Mutual company belong to its 
policyholders, collectively. 

A Reciprocal Exchange is similar to a 
Mutual company, in that all assets belong 
to the policyholders, but each one of them 
may close out his account at any time, 
and can withdraw his proportionate share 
of all accumulated surplus funds, while 
in a Mutual the surplus, which is accumu- 
lated over the years by retaining a part 
of the excess premiums collected from 
all policyholders, remains the property 
of the corporation. 

Whatever its type, there is the same 
general procedure in soliciting business, 
collecting premiums, paying losses, main- 
taining reserves, accumulating a surplus 
against bad times, and striving to show a 
profit for the stockholders or to make a 
saving for the policyholders. 

Since most individuals to think 
that all companies write the same policies 
and charge the same rates, and so are 
aware of the competition only as between 
those who are selling insurance, it is well 
to offer evidence of competitive results. 


costs and losses. 


seem 


The table on the Opposite page is from a 


sworn statements of 
1948 Operations, as reported to the insur- 
ance commissioners of the various states. 

No such figures are shown for the Fac- 
tory Mutuals and the Reciprocal Ex- 
changes because they are not similarly 
compiled by groups, and would not be 
comparable because of their selective writ- 


ings 


compilation of the 


However, their loss ratios and 
of operations are lower, and so their 
savings returned to policyholders are in 
larger percentages than those of the Mu- 
tual group. 

If competition between companies is to 
be measured by premiums obtained from 
insurance buyers, and by the percentage 
of underwriting profits j 


cost 


resulting from 
their losses incurred and costs of opera- 
tion, then it is easy to prove that there 
is plenty of competition; and that there 
is considerable variation in the results 
The extent to which the stockholders or 
the policyholders benefit from these vari- 
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ables may be debatable, but let's look at 
the picture. 

The tables on page 294, taken from 
official results for 1948, indicate some 
contrasts in the underwriting results. 

The exhibits presented could be ex- 
panded considerably if space would per- 
mit. There were 50 Stock companies 
whose loss ratio on fire business was over 
50 per cent and 43 whose loss ratio was 
under 45 per cent. Similarly, there were 
63 Stock companies whose expense ratio 
on fire business was over 50 per cent and 
21 whose expense ratio was under 43 
per cent. Those named in the exhibits 
are the extremes. 

Lest some may say that the comparisons 
are unfair, or the results shown were 
caused by some “freak” condition, let me 
point out that, in my judgment, any 
company which is able to secure as large 
a premium income as those indicated has 
an equal opportunity with all other com- 
panies to diversify its risks, select them 
for quality, and spread them to avoid 
catastrophe losses. Even if we grant that 
an clement of luck may influence the loss 
ratio, how can we overlook that in most 
cases the companies showing the higher 
loss ratios also had the highest expense 
ratios ? 

In the Stock company groups, it may be 
that these managements can satisfactorily 
explain to their Board of Directors and to 
their stockholders why their excessive ex- 
pense ratios do not buy a better loss ex- 
perience. But IT wonder how Mutual Com- 
panies No. 12 and 14 can justify to their 
policyholders the spending of 65.8 per 
cent and 69.8 per cent respectively of th 
policyholders’ premiums for operating ex 
penses ? 

You may also be inclined to say that 
it is clear that the Mutual policyholders 
are directly interested in, and affected by. 
the loss and the expense ratios, becaus 
what is left affects the dividend which 
can be paid back to them, but of what 
concern to the policyholders of Stock 
companies are these results so long as 
losses are paid? Let me explain that 
Mutual rates are usually the same as those 
of the Stock companies, and, in determin- 
ing what rates the public must pay, the 
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Company No 
Company No. 
Company No. 
Company No. 4 


Average of 214 Companies 


Company No. 5 
Company No. 6 
Company No. 7 
Company No. 8 


STOCK Fir! 


$ 6,708,623 


INSURANCE EXPERIENC! 

Net Losses 10 
Premiu ms Pre MmikIms 

Earned Earned 
40.4% 41.7% 
464% 
43.5% 
45.5% 
46.0% 
58.8% 


Expenses 
io Premiums 


Earned 


12,276,135 36.2% 
10,198,241 41.0% 
7,015,606 39.6% 
4,051,460 48.3% 
816,657 51.7% 
884,507 56.3% 
296.000 52.3% ( - 
459,578 52.3% 62.3¢ _ 


FIRE INSURANCE EXPERIENCI 


Underwriting 


Profit 


17. 
bf 
15. 
14. 

2 


13. 
14. 


9% 
4% 
5% 
9% 


207 
1% 


—10.5% 
—11.9% 


> OF 
3% 


6% 


Company No. 9 
Company No. 10 
Company No. 11 


682,935 
360,586 
614,023 
2,132,300 
12 1,093,520 
13 1,122,995 
14 819,071 


Average of 49 Companies 
Company No 
Company No 
Company No 


27.79 —89.9%* 162.2%' 
44.0% 
49.9% 
25.6% 

32.4% 65.8% 1.8% 

49.9¢ 38.0% 12.1% 

42 69.8% —12. 


33.49 22.6% 
28.9% 31.2% 


37.39 37.1% 


STOCK COMPANY WORKMEN'S COMPENSATION EXPERIENCI 


Company No. 15 
Company No. 16 
Company No. 17 


10,390,874 
9,702,270 
1,029,084 
Average of 65 
Stock Companies 5,320,000 
Company No. 18 10,057,486 
Company No. 19 1,376,791 
Company No. 20 1,649,033 
MUTUAI 
Company No. 21 1,487,531 
Company No. 22 2,436,353 
Average of 28 
Mutual Companies 8,078,000 


2,151,541 
1,325,345 


Company No. 23 
Company No. 24 


* This company 


profited so greatly on the 
indicated result I 


ible 
vossible 
i 


Stock company actuarial offices and the 
insurance commissioners of the states work 
on the average of all companies. So any 
general lowering of losses and/or of ex- 
penses will be reflected in lowering of 
insurance rates. 

The insurance companies and their far- 
flung organizations rightly maintain that 
prevention of losses and accidents, and the 
minimizing of their costs, are in the 
hands of the policyholders. I subscribe 


Strike Back — Give 


33.5% 
42.9% 
44.4% 


12.8% 53. 
23.5% 
32.2% 
52.6% 36.8% 
66.1% 39.2% 
56.2% 


73.3% 


= 
60.1% —" 
44.8% —18 


COMPANY WORKMEN'S COMPENSATION EXPERIEN( 


40 9% 


29.0% 


11.4% 47. 
336% 37.4% 
52.6% 22.9% 24.5% 
/ 4 
20.8% 2.1% 


24.3% 5% 


77 7 % 


75.2% 


reinsured portion of its business as to 


to that 100 per cent, and do all that is 


possible to teach it. But I also recognize 
that faster progress could be made it the 
buyers of insurance would support by 
their patronage those Stock, Mutual, or 
Reciprocal companies which, by their wis- 
dom and restraint, are outstanding in 
selecting the classes and amounts of busi- 
ness which produce the lower loss ratios, 


and which know how to operate both 


economically and successfully. 


to Conquer Cancer! 
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Social and Economic Implications of Private Pension Plans 


By CLARK KERR 
Director of Industrial Relations 
University of California, Berkeley 


HE Nineteenth Century was charac- 

terized by the expansion of freedom; 
the Twentieth is characterized by the 
search for security. The contemporary 
grave concern over collectively bargained 
pensions derives in part from the difh- 
culties of achieving the main goal of the 
current century while preserving the prin- 
cipal accomplishment of the last—for the 
claims of security can be and frequently 
are satisfied at the expense of freedom. 
t is alike, a task and a test of statesman- 
ship to extend the former without cur- 
tailing the latter. 

The drive for security is one conse- 
quence of the fact that our society is 
aging, though it finds its origins in other 
social developments as well. The salient 
facts are well known: In 1900, 4 per 
cent of the population was over 65 years 


of age; today, 8 per cent; and in 1975, 


11 per cent. The drift is unmistakable; 
and older people are the more security- 
minded. 

One contemporancously well-traveled 
road to old age security is private pension 
plans negotiated in collective bargaining. 
[t is not a traditional path. Nationwide 
there were about 600 plans in 1939; to- 
day there are 13,000. 

Collective bargaining is an accepted 
instrument for establishing many impor- 
tant rules in our society. Some issues are 
more solution through this 
than others. Among 
them are such issues as wages and hours 
of work, which can be stated rather 
simply and uniformly; and which can be 
dealt with best (though not ideally from 
the viewpoint of the public interest) in 
free collective bargaining. But pension 
plans as a bargaining subject fail these 
It is not impossible to provide 
old-age security through private contracts 
between unions and employers, or else 


suited to 


process, however, 


act 
tests. 


so many plans would not exist, but it 1s 
difficult and often unwise. 

Pensions are an unusually complicated 
matter for negotiation. The professional 
consultant, rather than the union nego- 
tiating committee or the employer, is at 
home in this field, with its mortality 
tables and problems of funding, vesting, 
interest rates, eligibility and so forth. 
This transfer of competence from the 
practical men to the professionals is a 
big step to take in collective bargaining. 
Complexity is compounded when a com- 
pany deals with several unions, each with 
a different policy toward pensions. Bar- 
gaining can be unduly drawn out and 
settlements impeded by the new uncer- 
tainties and intricacies. At the same time, 
“chaos in the bargaining process’ cer- 
tainly need not result. 

Rounds of wage changes, up and down, 
can spread through the economy; and 
hours similarly can be changed gradually. 
All firms must and do pay wages and set 
hours; but paying pensions is quite an- 
other matter. The impact of any given 
pension plans varies enormously from 
company to company—much more than 
changes in wages and hours. Prewar 
plans were limited almost entirely to com- 
panies with 500 or more employees. 
There are 5,000 such companies in the 
United States, or less than one-tenth of 
1 per cent of all firms. Ninety-five per 
cent of the business firms, or 3,250,000, 
have fewer than 20 employees. The large 
firm, the old firm, the prosperous firm 
may be able to absorb a pension plan 
readily. It can hire an expert; it can 
assure sound financing; it can expect to 
remain in business permanently. Not so 
the many small firms. Even in prosperous 
years 5 to 10 per cent fail annually. Con- 
sultants are costly, even if they can be 
found by the small business man. Ade- 


From an address before the 308th Regular Meeting of the National Industrial Conference Board, Inc., 


New York City. 
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quate financing at the outset, even if past 
service is not to be credited, is beyond the 
grasp of many small firms. Full funding 
of a pension, which is the only way to 
assure the employee security if the com- 
pany fails, costs approximately $4,000 
for one employee aged 45 if he is to retire 
at age 65 with a $50 per month pension. 
Coverage of workers in industries with a 
casual labor force is almost impossible. 
Pensions, unlike wages and hours, cannot 
readily be taken from the highways to 
the by-ways of collective bargaining. 

The chief count against bargained pen- 
sion plans, however, is their unfortunate 
social consequences. By their very nature, 
private pension systems assure great in- 
equality. It is unlikely that some workers 
will be covered at all—the self-employed, 
the casual workers, the employees of very 
small firms, many of the unorganized, 
some of the members of weaker unions 
among them some of those most in need 
of pension privileges. Marion B. Folsom 
has estimated that less than half of the 
gainfully employed could be covered by 
private plans ( Atlantic Monthly, August, 
1949). Moreover, among the covered, 
benefits are bound to vary greatly. The 
inequalities that exist assuredly will breed 
resentment, inter-union rivalry and _at- 
tempted political retaliation by the disad- 
vantaged. Federal old age insurance bene- 
fits already reflect the level of a person's 
pre-retirement pay. Those with high pre- 
retirement pay are most likely to be the 
ones with the more adequate private 
coverage also, and retirement benefits for 
them thus disproportionately greater. A 
two-to-one pre-retirement income ratio, as 
between the high and low-paid, may well 
become a _ four-to-one post-retirement 
ratio. Another sort of inequality, already 
prevalent, may be intensified. The unem- 
ployed worker over 40 or 45 frequently 
now suffers some handicap in the search 
for a job as against the younger worker. 
Under many plans, the costs of providing 
1 pension for such a person is greater 
than for the younger worker and the em- 
ployer is naturally more reluctant to en- 
gage him. 

And _ here’s another The 


point. rela- 
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tively free movement of labor from place 
to place and job to job has been one of 
the advantages of the United States in 
building its great productive system. The 
new firm, the expanding firm, the efficient 
firm could draw workers from the old, 
contracting, inefficient firms. Private pen- 
sion plans, except where they provide full 
and immediate vesting of both the em- 
ployee’s and firm’s contribution, and few 
of them do, retard such movement. They 
tend to tie the worker to the company 
while employed and hold him in a com- 
pany-attached labor pool when unem- 
ployed. Even with full vesting, since 
plans vary, workers can be confused and 
even harassed. In a current study of 
1,000 heads of families in the Oakland, 
California, labor market, we have found 
the average worker has had a new job 
every three and one-half years, or 10 to 
12 during his total working life. By re- 
tirement age, if all his employment had 
been covered by private plans with vest- 
ing, he would be drawing income accord- 
ing to the provisions of several different 
plans. Anyone who has moved from one 
plan to another knows how exasperating 
this can be. 

If private pension plans were the only 
alternative to lack of any planned pro- 
tection, the choice would be a different 
one; but an alternative does exist. 

It is not prudent to attempt what can- 
not be accomplished. The desire for 
security in old age cannot adequately b¢ 
satisfied by collectively bargained plans 

“The proper approach in our judg- 
ment,” states The New York Times edi- 
torially (April 9, 1949), “is to make our 
governmental social security sufficiently 
comprehensive to reduce the need for the 
‘stablishment of special programs through 
collective bargaining.’ This was the posi 
tion, essentially, taken by the Advisory 
Council on Social Security appointed in 
1947 by the Finance Committee of the 
Senate. This Committee included six per- 
sons from industry, two from labor, four 
from public agencies and five from 
academic life. This was the position 
taken also by the House of Representa- 
tives at the last session of Congress, when 
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by a vote of 333 to 14 it sought to ex- 
pand the coverage and liberalize the bene- 
fits of the old age insurance system. The 
Report of the Committee on Ways and 
Means, submitted to the House on August 
22, 1949, stated in part: 

There are increasing pressures for special 
pensions for particular groups and particular 
hazards. Without an adequate and univer- 
sally applicable social insurance system, the 
demands for security by segments of the 
population threaten to result in unbalanced, 
overlapping and competing programs. The 
financing of such plans may become chaotic, 
their economic effects dangerous. 

The advantages of the Federal insur- 
ance system are that it is fully contribu- 
tory and universal in coverage; it treats 
like situated individuals alike; it permits 
full mobility of workers; and it has ade- 
quate financial backing. 

Good plans, whether public or private, 
are not enough. A more over-all approach 
is essential. Today there are eight persons 
of “working age” for every one over 65; 
twenty-five years hence the ratio will be 
five to one. If we are to encourage the 
retirement of all persons at age 65, or an 
even earlier age, as we are increasingly 
doing, and if we are to support them 
more adequately, there will be a most 
heavy burden on the backs of the work- 
ing population. National production will 
be below what it might otherwise be if 
persons 65 and over remained in the 
labor market. It seems reasonably clear 
that the older workers do not wish to 
retire in any positive fashion; but rather, 
negatively, they desire to escape the in- 
securities which so often beset them in 
the labor market. Neither they nor the 
nation are advantaged by what so often 


amounts to a compulsory retirement at 
age 65. . 

Sixty-five is not a magic age. It is a 
convention of the labor market, unscien- 
tifically developed and accepted. Actually 
chronological age is a rather poor indica- 
tion of physiological and _ psychological 
age, and it is the latter which relates the 
more to job performance. Instead of the 
class approach of throwing into a mass 
without distinction all those 65 years of 
age and‘ over, we might better approach 
retirement on a case-by-case basis, ex- 
amining the actual rather than presumed 
capacity of men to perform adequately the 
myriad tasks in our economic system. 

‘In conclusion, I should like to suggest: 

(1) That an adequate federal social 
insurance program, as suggested by the 
Advisory Council on Social Security to 
the Senate Committee on Finance, be the 
basis for our national retirement policy. 
We should not rely primarily either on 
bargained plans, or state old-age assist- 
ance doles which can simultaneously de- 
moralize the recipients and the electorate. 

(2) That private plans, which will 
almost certainly exist to supplement the 
federal system, include credit for federal 
benefits, provide for reasonable vesting 
and proper financing, and be drawn so as 
not to hinder the older applicant in his 
search for a job; and that federal labor 
law be revised so that, unless initiated by 
the employer, bargaining over pensions 
no longer be mandatory. 

(3) That investigations be undertaken 
directed toward the conservation of the 
labor resources of older workers for their 
own sake and for the welfare of the 
nation. 
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The Spring Insurance Conference of the American Manage- 


ment Association will be held on Monday and Tuesday, May 22-23, 
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PSYCHOLOGY OF PERSONNEL IN BUSINESS AND 
INDUSTRY. By Roger M. Bellows. Prentice- 
Hall, Inc., New York, 1949. 499 pages. 
$6.00. 


Reviewed by Richard S. Uhrbrock 


Roger M. Bellows has written a_ well- 
balanced book that will meet the critical 
standards of practical personnel men as well 
as university teachers of courses in human re- 
lations. He has drawn heavily on published 
research in the fields of applied psychology 
and personnel administration that has appeared 
chiefly in technical magazines and mono- 
graphs during the past 20 years. He is a 
facile, albeit, careful writer; a master of the 
art of condensing data and reporting results 
in readable fashion. He indicates, sufficiently, 
the historical background of the major topics 
which he discusses. His book considers the 
psychological and economic foundations of 
personnel work in an orderly fashion, without 
emphasizing one aspect to the disadvantage 
of the other. 

Bellows’ book discusses fundamental is- 
sues that should form the basis of sound 
understanding on the part of any man who 
aspires to be rated as a professional in the 
personnel field. His chapter on ‘Background 
of Personnel Technology’ will be a surprise 
to amateurs and the Johnny-come-lately type 
of personnel man who is ignorant of the 
scientific foundations of business psychology. 
He lists “events important to personnel tech- 
nology,” starting with Bessel’s first published 
observations on the ‘‘personal equation’’ which 
appeared in 1823. 

The practical personnel man will find much 
f value, particularly in the chapters dealing 
with “Job Analysis,” ‘Selection Interviewing,” 
“The Use of Psychological Tests,” ‘Train- 
ing,” ‘Job Evaluation,” ‘Turnover Control’ 
and “Employee Suggestion Systems.”’ 

The section dealing with “Worker Satis- 
faction through Human Understanding” has 
excellent chapters on “Industrial Social Psy- 
chology,” “Employee Counseling’’ and ‘Em- 
ployee Attitude Surveys.” If personnel 
administrators would study and understand 
Bellows’ chapters on “Criteria’’ and ‘‘The 
Use of Psychological Tests,” great improve- 
ments could be made in selection procedures 
during the next 10 years. The chapters are 
sound, and not too technical for the average 
reader to grasp. These two chapters will be 
very helpful, both to the administrator who 
is contemplating the introduction of a test- 
ing program and the one who has such 
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program but does not know whether or not 
it is effective. 

Psychology of Personnel in Business and 
Industry is not a collection of timely discus- 
sions on how to operate a personnel depart- 
ment. It is more fundamental than that. 
It lays the foundation and the groundwork 
for serious students of the subject who are 
interested in developing a professional attitude 
toward their work. Personnel department 
staff members would find it worth while to 
read and discuss the selected references which 
Bellows has added to each of his chapters. 
As an adult education project, this would pay 
immediate dividends in supplying common 
terminology and background for recently re- 
cruited personnel men and women. Even 
though they may have had a “personnel 


course,” they would profit by studying (not 
merely reading) 


this book. 


CONTROLLING FACTORS IN ECONOMIC DEVEL- 
OPMENT. By Harold G. Moulton. The 
Brookings Institution, Washington, D. C., 
1949. 397 pages. $4.00. 


Reviewed by Frank D. Newbury* 


This book is a review and summation of the 
work done in the Brookings Institution by Dr. 
Moulton, or under his direction, over the past 
30 years. The Brookings Institution studies in 
this field covered mainly the period from 1900 
through 1929, with some reference to the 
decade of the 1930's. There is little reference 
in Dr. Moulton’s book to the comprehensive 
work on income analysis, bearing importantly 
on his subject, that has been done since the 
publication of “Keynes General Theory’ in 
1936. There is no significant use of the re- 
sults of the major economic experiments and 
experiences in the United States and Great 
Britain during and since the Second World 
War. Consequently, the book adds little to our 
understanding of the complex and generally 
misunderstood process of aggregate income 
generation. 

The feature of Dr. Moulton’s book that has 
aroused most public interest is his chapter on 
the income and wealth potentials of the United 
States looking ahead 100 years. He is careful 
to insist that he is making no prediction. He 
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limits his scope of the problem in the followin 


terms 


¢ 


So far as natural resources and productive 
capacity are concerned, might the United States 

a century hence support a population double 

that of the present day on a plane of living 
eight times as high as that now prevailing... ? 

The author concludes that limitations of 
natural resources and investment resources 
would not prevent the United States from at- 
taining this eight-fold increase in “plane of 
living.’ 

The public press carelessly or deliberately 
ignores the qualifications and treats the eight- 
fold increase as a prediction. In writing about 
a number of highly optimistic predictions con- 
erning the economic future of the country, 
of November 7, 1949, cites 
Dr. Moulton as a confirming witness 


Life, in its issue 


But if people want further proof [of improving 
income], we can show them the book by the 
3 kings Institution’s conservative Dr. Harold 
rooking n tution consery lV T arc 
Moulton. He considers it a sober possibility that 
the United States will eventually support a 
population of 300 millions living at standards 
ight times as high as those of 1949 
Professor Sumner Slichter, in the November 
The Atlantic Monthly, has 
similarly optimisti 
product in 1980 roughly double that of peak 
1948 

Both of these rather startling conclusions are, 


issue of 


made a 
prediction of gross national 
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more 


eisure, 


may 


improv 


incentives for new investment may 


personal savings may disappear as they hav 
disappeared in Great Britain, and the average 
ease of two per cent in productivity may 
Then, doubling the national 
years or multiplying it eight 
times in a century will no longer look plausible 

These oversimplified that 
out of the compound interest tables serve no 
useful purpose and only encourage the people 
to continue to believe in Santa Claus—that we 


lisappear 
in 40 


calculations come 
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can have 
of cost 

This survey of twenty-first century potentials 
is not the most significant part of Dr. Moul- 
ton’s book, however. His major argument may 
be summarized as follows: 

1. Consumption comes first. It is the initiat- 
ing factor in economic development 
Capital formation—the production of 
capital goods—is a derived demand, de- 
rived from the demand for consumption 
goods and services 
Unequal distribution of income reduces 
consumption and therefore reduces cap- 
ital formation and economic progress 
‘The rapid growth of money savings as 
ompared with consumer expenditures in 
the twenties retarded rather than ac- 
celerated the growth of productive cap- 
ital.’ (page 117) 

The evidence presented by Dr. Moulton that 
consumption is the initiating factor in the eco 
nomic process is not convincing. It is correct 
to say that the level of demand for consump- 
tion goods does determine the need for pro- 
ducer durable equipment; but this is a differ 
ent thing from Dr. Moulton’s that 
current expenditures for consumption goods 
determine the total current expenditures for all 
capital formation. In the first place, 
goods used in the production of consumier 
goods are only a part of capital formation o: 
expenditures of an investment nature. If we 
include both private and government expendi 
tures of this kind, less than one-third of invest 
ment expenditures of 1948 were directly related 


to consumer goods 


position 


apital 


production. In the second 
place, the level of expenditures for producer 
equipment is very largely based on expectations 
future consumption 


or estimates concerning 


demand. 

It is quite generally agreed that expenditures 
of an investment nature are the initiating factor 
ind that the level of these 
major factor in determining the level of gross 


expenditures is th 


national product, natjonal income, and expendi 


tures for consumption goods and services out 
of current incom«s 

If the relative 
penditures and expenditures for capital forma 


position of consumption ex 


tion is reversed, then the entire € 


equal distribution of income 


onomic argi 
ment for more 
falls down. 
Dr. Moulton’s 
savings were too large during the 
based almost entirely on 1929 incomes and sav 
ings. Dr. Moulton has included capital 
from stock market 
for 1929. He has mixed balance 
with 


fourth point—that n 
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confusing results. Over the years, since 1929, 
there has been no surplus of savings except 
during the war years. The danger is that the 
United States, under existing political and social 
trends, will have difficulty in finding sufficient 
savings to maintain, improve, and increase its 
productive plant. 

The practical importance of the question 
which is the initiating factor, investment ex- 
penditures or consumption expenditures—may 
not be understood. This is not an abstract prin- 
It affects 
such everyday problems as wages versus profits. 


ciple of interest only to theorists. 


If consumer purchasing power is the initiating 
factor, then the New Deal advocates of more 
from Leon Hen- 
derson and Harry Hopkins to Chester Bowles 
All these 


and more purchasing power 


and Leon Keyserling—are correct. 


men agree with Dr. Moulton that redistribu- 
tion of income in favor of the lower income 
groups will expand total spending and so in- 
crease employment and prosperity. If, on the 
other hand, expenditures for capital formation 
are the initiating factor in generating larger 
national income, then these gentlemen are 
wrong; and those more conservative people 
who advocate a due regard for the level of 
profits and savings are in the right. 

I am sure that Dr. Moulton did not intend 
this result, but his book, notwithstanding his 
intentions, gives aid and comfort to all those 
who believe that consumer purchasing power 
is the source of economic progress and pros- 
perity, that lack of purchasing power is the 
primary cause of depression, and that purchas- 
ing power in the form of wages is a legitimate 
first charge against profits. 


A Study of Wage Earner Purchasing Plans 


-OR 10 major family durable goods items, from a new toaster to a new car, wage 
earner families expect to spend $514 billion now, and plan to spend another $10 


billion later. 


These figures are based on the findings of a recent nation-wide survey 


of the Wage Earner Forum conducted by Macfadden Publications, Inc. 
Purchase of a new mechanical refrigerator right away is planned by 2 per cent, 


for example, and 10 per cent more intend to buy one 
Of the 85.3 per cent who now own mechanical refrigerators, 6.7 per 


refrigerators. 
ent are planning replacements. 


later—a total of 2,400,000 


When projected to total wage earner families, the percentages that emerge from 


the study give the total number of planned purchases. 


For each item, the current 


average retail selling price has been multiplied by the number of potential sales. The 


} 


immediate sales opportunity thus apparent is $5,501,000,000. 
There is another $10,100,000,000 of buying plans (not including deferred home 
buying expectations), which increases the total field of sales opportunity to $15,601,- 


000,000. 


hope’ of home buying is not included. 


In projecting their future buying intentions the ‘‘deferred expectation’ or 
(It would add billions more.) 


The table below shows the present status and buying plans of the wage earners 


10 items specified. 


tor the 


ITEM Now Own 
Refrigerator 85.3% 
Washing Machine 82 

Iron 96.5 
Toaster 

Home Free 

Dish Washer 

Radio 

Television 

Car 


Home 


* Immediate only. 
The study showed that the major 


been responsible for the n 
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2,200,000 

500,000 
1,700,000 
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6,100,000 
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340,000* 
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